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WORLD NEWS 

UK hopes for 
easing of beef 
export ban are 
dashed by EU 

UK hopes for an early egging of a 
ED ban on beef exports have run 
into difficulties after an inspec- 
tion by EU veterinary experts. 
Their findings wiD irritate the 
British government, which is 
pressing for a lifting of the 20- 
month-old ban in Northern 
Ireland where a computer system 
tracks cattle movements. Page 10 

Firms fear Russian poftutton 

Finland's president Marrti Ahti- 
saari has called the environmen- 
tal mess in Russia “a time bomb” 
in the Baltic region, and urged 
the EU to pay more at tenti on to 
its northern Hank. Page 2 

Russian tax minister fired 

Russia’s new finance minis ter 
Mikhail Zadornov has as ser te d 
his authority by firing Sergei 
Shatalov. the deputy minis ter 
responsible for devising a desper- 
ately needed but much -criticised 
draft tax code. Page 2 

US pressure on Iraq 

The US has demanded free access 
for UN weapons inspectors in 
Iraq, after Baghdad declared 
some sites off-limits. Earlier, an 
American-manned U-2 spy air- 
craft used by the UN flew over 
Iraq safely. Page S 

India crisis Mts rupee 

The political crisis brewing in 
India sent the rupee to an 
all-time low, dragging the coun- 
try’s stock markets down mare 
than 3 per cent and increasing 
the likelihood of an election. 

Page 1& Personal view. Page 16 

French terror trial 

Thirty-eight people have gone on 
trial in Paris accused of helping 
Al gerian Islamic militants carry 
out bomb attacks in France in 
1995. Page 4 

German TV plan 

Leo Kirch, one of Germany’s 
most powerful media tycoons, 
has made a rare public foray to 
counter criticism from regulators 
and politicians of his plans for 
developing digital TV. Page 2; 
Observer. Page 17 

RaBan communists apR 

Prospects of another clash 
between Italy’s centre-left gov- 
ernment and the small neo-Com- 
munist party have receded amid 
signs of a split within the Com- 
munists. Page 4 


Israeli 

Israeli PM Benjamin Netanyahu 
is sending his foreign policy 
adviser and cabinet secretary to 
Egypt amid growing speculation 
that Israel will offer the Palestin- 
ians a limited troop pullback 
from the West Bank. Page 8; 
Slow track approach. Page 4; 
Observer, Page 17 

B i mh Aftotinw trade pact 

Russia and Vietnam have signed 
a pact to boost trade during the 
official visit by Russian PM Vic- 
tor Chernomyrdin, but made no 
progress on rescheduling debts. 
Page 6 

Trade secrets law sought 

The deliberate misuse of trade 
secrets should became a criminal 
offence, said the UK govern- 
ment's law reform body. Page 12 

BBC payout after cable deal 

The BBC has agreed to pay 
£500.000 ($845,000) to an indepen- 
dent TV production company 
after abandoning a battle to 
retain all revenues from the lic- 
ensing of a drama series to the 
US cable A &E Network. Page 10 

Flying solo 

US air investigators are trying to 
find out how a 50-year-old air- 
craft took off without its pilot 
when he got out to crank the pro- 
peller, buzzed the field near Day- 
ton. Ohio, and flew for an hour 
before crashing 100 miles away. 
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BUSINESS NEWS 


Swedish tanker 
operators to 
link fleets in 
$487m merger 

N o r d strom & Thulin, one of 
Sweden’s largest tanker opera- 
tors, is to merge with rival Argo- 
naut in a SKr3.7bn ($487m) deal 
N&T Argonaut will have a cam- 
tuned fleet of 22 ships. Page 19 

Brise shares were heavily ' 
oversubscribed, prompting ana- 
lysts to ask why Portugal’s gov- 
ernment priced the privatisation 
offer for the motorway operator 
at Esl50 below the pre- 

flwnrtnnffod raa yf ni i i m Page-22 

Turkey announced a “shock 
programme" to tnfbrHnn 
from S3 per cent to 15 per cent by 
the end of next year, scrapping 
an earlier plan to cod inflation 
gradually. Page 2 . 


of Germany and 
France’s Banque Nationals de 
Paris pi»Ti to extend their Bast 

n p ra ti ntw in Romania gnd flw 
Ukraine nest year. Page 22 

Many Marlin, French distiller, is 
joining Hong Kong pro pe rty 
developers in taking a strategic 
stake in the territory's latest “red 
chip" offering - Tianjin Develop- 
ment Company, the investment 
vehicle for the Tianjin municipal 
go v er n ment Page 20 

Lufthansa of Germany and 

Singapore Airlines plan to sell 
seats on each other's flights and 
co-ordinate ticketing and 
frequent-flyer programmes. The 
airlinaB also plan mare Srnga- 
pore-Frankfurt flights. Page 20 


of the US was spumed 
by fellow speciality chemicals 
maker Allied Colloids of the UK 
after launching a hostile, 155p-a- 
share bid valuing Allied at 
£L07bn ($L8bn). Page 19 ; Lex, 
Page 24 


US false ow The US Federal 

C nmr m mlrgtfnng C o m mis s i on Is 
expected to back moves that 


would make the US the first 
country to give full effect to the 
World Trade Organisation agree- 
ment on opening domestic tele- 
com s to international competi-_ 
tian. Page 18; Lawsuit? leave 
telecoms deregulation on hold. 
Pages . 

Argentina is set to bec ome the 
first emerging market country to 
issue an international bond since 
financial turmoil hit in late Octo- 
ber. It plans to issue a LSSObn 
($14fim) band in Italy in the next 
three weeks. Page 19 

ip Endesa 
faces two critical shamhrilriflr 
in Santiago this week 
as it fights for c ontr ol of Fner sIs, 
Chilean-based electricity group. 
Page 23 

CMto*s gross domestic product 
rose 8.1 per cent in the third 
quarter against the same period a 
year earlier. GDP for the year to 
date was 6 per cent higher. 

Pages 

US growth will ease by about 1 
int to 2.75 per cent 
next year, the Organisation of 
Economic Cooperation and 
Development says. But the OECD 
doubts the US is entering the 
new era of moderate growth and 
low inflation that some econo- 
mists predict Page 18 


MatWesX MafflufeK Part of the 
investment banking arm of 
Britain's National Westminster 
Rank is likely to be split between 
US bank Bankers Trust and Deut- 
sche Morgan Grenfell. Page 19 

CMnm eta a t: China plans to 
merge Baoshan Iron and Steel, 
one of its leading steelmakers, 
w rifh another Shang hai-baaed pro- 
docer. The move is a step 
towards restructuring and ration- 
alising the country's state-owned 
industries. Page 20 
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Bank of Japan rushes to assure liquidity over crisis 


Global effort 
for stability 
as Yamaichi 
shuts down 


By Gillian Tstt in Tokyo 
and our In te rnati onal Staff 

Financial authorities In Japan 
and other leading industrial 
countries were braced to act 
together today to counteract any 
instability in world markets aris- 
ing from Japan’s biggest corpo- 
rate failure - the closure yester- 
day of Yamaichi Securities, the 
country's fourth largest broker. 

After days of speculation, the 
100-year-old broker confirmed it 
was closing because of a liquidity 
squeeze. Shohei Nozawa, its pres- 
ident, said through tears: “This is 

hMr thr piilriTip " 

The shut-down fuelled fears 
among international investors 
that recent turmoil In south-east 
Asia might be spreading to the 
world’s second largest economy. 

However, the Japanese authori- 
ties rushed to counter any slump 
in cnnfidanep- The Rgnk of Japan 
said it was ready when Japan's 
markets opened this morning 
after a holiday “to take the neces- 
sary s u pport i v e steps, including 
the provision of sufficient liquid- 
ity into the markets, to cope with 
the risk of an unexpected decline 
in market liquidity". 

Officials were also prepa rin g to 
offer loans to Japanese institu- 
tions if they encountered prob- 


lems in raising funds because of 
a broader collapse of confidence. 
This would be conducted under 
article 20 of the hank’s constitu- 
tion, which allows it to provide 
loans in exchange for crttlatpra l 

Members of the Asia Pacific 
Economic Co-operation forum 
(Apec), meeting in Vancouver 
today, will endorse a plan 
designed to restore stability to 
the region's turbulent markets. 

The yen dropped YD.9 against 
the dollar yesterday to close in 
London at Y126.7, but trading 
was subdued because of the 
Tokyo holiday. Financial markets 
in Hong Kong and south-east 
Asia reacted cautiously. 

In liondon. the FTSE 100 Index 
fell 872 points or L75 per cent to 
4,898.6 and New York’s 
Dow-Jones Industrial Average 
was off 80 points, or 1 per cent, to 
7,800 in early trading. 

The Bank of Japan also 
announced it would extend 
unlimited unsecured loans, if 
necessary, to ensure Yamai chi’s 
depositors were protected. 

Japanese government nffiriaia 
gave their . strangest si gnal yes- 
terday that they were consider- 
ing nsfng public money to ease 
the country’s ftnaneiai problems. 
Hiroshi Mitsuzuka. finanra min- 
ister. said the ministry would 



Yamaichi president Shobei Nozawa in tears yesterday 


conduct “detailed study" on such 
policy measures. 

Rarltor this month, two Other 
Japanese financial institutions. 
Sanyo Securities and Hokkaido 
Takushoku bank, closed. 

The Ministry of Finance argued 
that public money would not be 
needed in Yamaichi’s case, 
because the group, which has 
over 7,000 employees, was essen- 
tially solvent Officials said its 
liabilities of Y3,509bn were 
slightly below the level of assets. 
They stressed that all depositors’ 
assets would be protected. 

Investor confidence could be 
dented by revelations that Yam- 


aichi was also holding Y260bn of 
hidden losses incurred on 
so-called “tobashi" deals, through 
which Japanese institutions con- 
ceal losses by moving them from 
one account to another. 

There were fears in derivatives 
markets that Yamaichi’s competi- 
tors might be called on to cover 
losses incurred by the Japanese 
company as a result of market 
movements after its closure. 

Reports, Page 6; Global impact 
and Editorial Comment, Page 17; 
Lex, Page 18; Sector braced. Page 
21; Currencies, Page 31; World 
stocks. Page 42 


Seoul stock market plunges 7.2% 


By John Burton an Seoul 

The South Tgnrpan stock market 
yesterday plunged to a 10-year 
low as investors showed increas- 
ing alarm over the widening 
cracks in two of Asia’s biggest 
tconomlaa 

Dubbed “Seoul’s Black Mon- 
day" by dealers, the record 72 
per cent fell in share prices to 
450.64 points reflected anxiety 
over feared International Mone- 
tary Fund measures and expected 
consequent corporate and bank 
collapses. 

The collapse of Yamaichi Secu- 
rities, Japan's fourth-largest bro- 
kerage, heightened investors’ jit- 
ters about the shaky state of 
Korea’s finanntai institutions. 

An IMF delegation arrives in 
Seoul tomorrow amid intense 
media scrutiny and a widespread 
sense of humiliation about the 
government’s decision to call on 
the fond for assistance. Negotia- 
tions on the IMF rescue package 
are expected to conclude around 
December 18, the date Korean 
presidential elections take place. 

Korean interest rates yesterday 
climbed to a five-year high of 
16.05 per emit, four times the 
infliitinn rate. The Korean cur- 
rency, the won, resumed its slide. 
It ended at 1,085 to the dollar, 
renewing worries about competi- 
tive devaluations in Japan and 
Taiwan, and lower export prices 
for the region's main products. 
The won has fallen 20 per cent 
this year. 

Full talks between Korea and 
the IMF on conditions for a $20bn 


Inside 
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Shares hit 10-year low on 
fears of tough IMF package 


Korea Composite 
800 


package to bail out Asia's leading 
“tiger" economy will begin next 
week after the IMF reviews the 
nation’s financial status. 

Hubert Neiss, Asia-Pacific 
director of the IMF, will head the 
fund's team, fresh from involve- 
ment in rescue plans for Thai- 
land and Indonesia. 

Korean officials, in Vancouver 
for the Asia-Pacific Economic 
Cooperation forum, said the 
amount Korea would Deed was 
likely to be lower than first 
expected because the decision to 
seek IMF help had restored mar- 
ket confidence and made it easier 
to roll over short-term debt. 

Meanwhile, the Korean govern- 
ment was heartened by polls 
showing that Lee Hoi-chang, the 
ruling party candidate in the 
presidential election, seems to be 
closing th*» gap with Em Dae- 
Jung, Korea’s veteran centre-left 
opposition leader, who has been 
the front-runner. 

The polls suggest voters might 
be opting for stability during 
troubled times. Mr Lee is trailing 
Mr Kim by five percentage points 
or less. 

However, analysts said public 
anger over tough IMF conditions 
might still produce a victorious 
protest vote for Mr Kim. Massive 
industrial restructuring would 
send Korea's low unemployment 
rate soaring. 


South Korea's debt crisis has 
been caused by a string of 
corporate failures that have 
threatened main banks with 
Insolvency and caused the cur- 
rency to plunge as international 
lenders called in short-term 
loans. 

Banks face years of losses. Page 6 
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EU faces 
pressure 
over terms 
for talks on 
accession 

By Lionel Barber in Brussels 

Pressure is growing an the 
European Union to improve the 
terms offered to those countries 
from central and eastern Europe 
which face exclusion from the 
first wave of accession talks 
early next year. 

Denmark and Sweden are seek- 
ing legal guarantees that the 10 
candidates will be entitled to an 
annual review of their eligibility 
for membership, and that the 
enlargement process will be 
inclusive and non-discrimlna- 
tory. 

Their arguments, which sur- 
faced at a meeting or EU foreign 
ministers yesterday in Brussels, 
are gaining ground ahead of next 
month’s EU summit in Luxem- 
bourg. where EU leaders are due 
to choose which countries arc 
ready to begin negotiations on 
entry into the union. 

EU leaders are leaning towards 
the European Commission’s 
recommendation that six coun- 
tries are ready: the Czech Repub- 
lic. Estonia. Hungary. Poland, 
Slovenia and Cyprns. But the 
proposed condition will be that 
the “outs” - Bulgaria, Latvia, 
Lithuania, Romania and Slo- 
vakia - receive an improved 
deaL 

One EU official said tbat if 
improved terms were offered to 
the excluded central and eastern 
European countries, this would 
risk widening the gap with Tur- 
key, which insists it should be 
on an equal footing with Bul- 
garia, Romania and others. 

Improved terms will initially 
centre on “accession partner- 
ships", which will offer a path to 
membership and financial aid in 
return for progress toward com- 
pliance with the acquis ctjrrmui- 
nautaire - the rules and obliga- 
tions linked to the single market 
and wider EU membership. 

The Danes would like all 10 
countries included in the first 
phase of negotiations, the 
so-called screening exercise 
where the Commission checks 
how far they comply with the 
acquis. 

A southern bloc led by Spain 
has expressed interest in the 
idea, partly because it remains 
unhappy about German-led 
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NEWS: EUROPE 


Russian minister sacked 
in battle over tax reform 


By John Thornhill 
in Moscow 

Mikhail Zadornov. Russia's 
new finance mini ster, 
asserted his authority over 
his new domain yesterday 
by firing' the deputy minister 
responsible for devising a 
desperately needed but 
much-criticised draft tax 
code. 

The finanin minis try also 

pressed ahead with its cam- 
paign to cnt the links 
between government and big 
business by withdrawing 
state customs funds from 
Oneximbank, Russia’s most 
powerful commercial bank. 

Onexlmbank has been 
accused of exploiting its ties 
with the government for 
financial gain and paying 
“veiled bribes'* to four minis- 
ters, who have subsequently 
been sacked. The state cus- 
toms committee handles 
about Rbs6.500bn of reve- 


nues every month and previ- 
ously held much of this 
money in seven Oneximbank 
accounts. 

Mr Zadornov said that par- 
liament had developed an 
“allergy" against Sergei Sha- 
talov, the deputy finance 
minister responsible for 
pushing through a new tax 
code, which was hampering 
the government's attempts 
to overhaul the country’s fis- 
cal system. 

While head of the parlia- 
mentary budget committee. 
Mr Zadornov fiercely critic- 
ised Mr Shatalov’s handling 
of the draft tax code. Mr 
Zadornov made it clear yes- 
terday that he wanted to 
bring his “own people” into 
fht» finance ministry, but he 
did not immediately name 
Mr Shatalov’s successor. 

Mr Zadornov, a liberal MP 
and respected econo mis t, 
will face a tough challenge 
to bring order' to Russia's 


runaway public finances. 
But the government's plans 
to plug its sizeable budget 
deficit through privatisation 
sales were hit yesterday 
when only one bid emerged 
for the state's 34 per cent 
shareholding in the Eastern 
Oil Company. The govern- 
ment has now postponed the 
sale until next year. 

Boris Nemtsov, the reform- 
ist first deputy prime minis- 
ter, also highlighted the 
fierce backstage struggle 
that is still raging among the 
country’s leading power bro- 
kers to shape the future 
course of Russian capitalism. 

In an interview in Novaya 
Gazeta. Mr Nemtsov said 
Russia was no longer con- 
fronted with a choice 
between “vulgar commu- 
nism and vulgar capitalism” 
but was being tugged in 
three different directions. 

Mr Nemtsov said the 
-young reformers” in the 


government were striving 
towards "people's capital- 
ism", in which property and 
money would be distributed 
as widely as possible. 

But he said they faced stiff 
opposition from Boris Bere- 
zovsky, the prominent busi- 
nessman and former deputy 
head of the security council, 
and Yuri Luzhkov, Moscow's 
populist mayor, who both 
championed different models 
of development 

Mr Nemtsov condemned 
Mr Berezovsky’s attempts to 
build “oligarchic capital- 
ism", aCCUSing him of trying 
to oust Anatoly Chubais, the 
other first deputy prime min- 
ister. 

Mr Nemtsov said Mr Bere- 
zovsky wanted the country 
to be run by Gazprom and 
five to six other giant corpo- 
rations. “According to their 
model, they must have a 
puppet government and a 
puppet president," he said. 
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Guarded by Italian military police, ballot papas are carried into a warehouse near 
Sarajevo. Early election results in Bosnia’s Serb territory show hardline nationalists losing 
ground and possibly failing to secure a majority in parliament R * u “ ra 


Paradox facing putative monetary targets 

Wolfgang Munchau examines the dil emm a for European central bankers in deciding monetary policy 



Preparing 
for Emu 


One of the 
few unre- 
solved ques- 
tions about 
the Euro- 
pean Central 
Bank is the 
choice of 
monetary 
policy 
instrument. 
Two alterna- 
tives are an offer monetary 
targeting, used by the Bund- 
esbank and several other 
European central banks, and 
direct inflation targeting, 
used by the Bank of England 
and the Swedish Riksbank. 

There are two broad 
schools of thought among 
European central bankers. 
One says it does not matter. 
In practice, monetary policy 
tends to be far more judge- 
mental than most observers, 
especially financial market 
economists and journalists, 
believe. 

Targets may serve as a 
useful input, but policy- 
makers tend to “look at 
everything” when they set 
interest rates. This is known 
by economists as the “discre- 


tionary” approach. 

The other school firmly 
believes in targets - whether 
inflation targets or monetary 
targets. The main argument 
for targeting Is consistency. 
Target followers still look at 
every thin g. But they may 
look first at M3, a broad 
measure of money supply, 
and then at various for- 
ward-looking Indicators of 
inflation and other economic 
variables. 

Since the UK and Sweden 
will not join economic and 
monetary union as part of 
the first wave on January 1, 
1999. inflation-targeting 
advocates appear to be on 
the losing side of the argu- 
ment Everyone else favours 
monetary targets, if only 
because it would involve the 
least amount of change. 

That, at least, has been the 
assumption so far. But this 
may not he the end of the 
story. At a Financial Times 
conference last week, Herv& 
Hannoun, deputy governor 
of the Bank of France, 
admitted to having doubts. 

He still came out in favour 
of monetary targeting, but 


he did so "with a caveat”. As 

it turned out, the caveat was 
more revealing than other 
well-re hearsed reasons in 
favour of monetary target- 
ing. 

Listing all the known 
arguments for monetary tar- 
geting - transparency, con- 
sistency - he warns that the 
strategy hinges on the stabil- 
ity of money demand, by 
which he means the relation- 
ship between the amount of 
money in an economy and 
the price level 

“Preliminary research has 
shown that EU-wide money 
equations often perform bet- 
ter than comparable national 
equations Nonetheless this 
may provide no safe guid- 
ance for the starting period 
of Emu In so &r as the move 
constitutes a change of 
regime which might- lead to 
breakdowns in empirical 
relationships,” he said. 

This may sound technical, 
but it is an important state- 
ment Here, a leading central 
banker warns that the mone- 
tary policy that Europe’s 
central banks have been 
using for more than 20 years 


may no longer work. 

The argument is eerily 
familiar to central bankers 
and politicians in the UK. In 
the early 1980s, the UK had a 
disastrous experience of 
monetary targeting. 

The neat relationship 
between money supply and 
infla tion, which had been 
observed for several decades, 
broke down as soon as the 
government elevated money 
supply to a policy target. 
This paradox became known 
as “Goodhart’s Law", after 
Charles Goodhart, professor 
of finance at the London 
School of Economics. 
t Mr Goodhart is now a cen- 
tral banker himself, having 
been appointed as an outside 
member to the Bank's mone- 
tary policy committee. His 
keen sense of paradox Is 
back in action a gain. He now 
warns that Europe could be 
hit by a modified version of 
Goodhart’s Law. 

Both Mr Hannoun and 
Otmar T«nng a a senior mem- 
ber of the Bundesbank's 
directorate, argued that Ell- 
wide money equations were 
at least as stable as the 


national equations. Mr Good- 
hart says that tVns analysis 
may be founded on “an econ- 
ometric error”. 

You can pick any 10 coun- 
tries out of a hat, aggregate 
their money equations and 
come up with relatively sta- 
ble relationships. 

As an analogy, take an 
investment portfolio. Any 10 
random group of blue-chip 
stocks is likely to show a 
less erratic performance 
than any single stock. The 
effect of the larger number is 
to iron oat the 
fluctuations. But If the 10 
companies were to merge, 
the new stock might turn 
out to be just as erratic as 
any of the 10 components 
previously. 

The danger of a break- 
down in the relationships 
decomposes into two sepa- 
rate dements. First, the rela- 
tionship between money and 
inflation within the Emu 
zone may be less stable than 
the statistics suggest. 
Secondly, even if It was star 
ble. the switch-over from 
national monetary regimes 
'to Emu might 'lead' -to tf- 


breakdown of such relation- 
ships, in the way that Mr 
T Tannn rm suggests. 

Where does this leave 
monetary policy under Emu? 
Possibly with a pragmatic 
approach that encompasses 
elements of both monetary 
and inflation targeting. The 
ECB will probably still have 
a monetary target, but will 
treat it at arm's length. 

This is much how the 
Bundesbank behaved In the 
mid-1990s. It cut interest 
rates at a time when M3 was 
still above target. When it 
raised interest rates this 
autumn, M3 was more under 
control. 

The ECB may also set its 
own formal dr informal infla- 
tion target - an inflation 
rate of 2 per cent Is often 
considered consistent with 
price stability. It win then 
look at all the indicators to 
form a judgment 

If Mr Hazmoun's warning 
or version two of Goodhart 
Law proves correct. Emu 
could have accelerated- an 
important event in late 20th 
century monetary policy the 
death of monetarism. - '• 


INTERNATIONAL ECONOMIC INDICATORS: MONEY AND FINANCE 

Thb taWa shows growth raws lor the moot widely Mowed measures at narrow and broad money, a teprasenbaiwa short- and long-term Intern* rate settee and an. 

average equity mortal yield. AB figures are percentages 
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Telecoms 
monopolies 
under fire 


By Christopher Price 

Two-thirds of European 
businesses are unhappy with 
the pace of Hberahsation of 
telecommunications in their 
countries, according to a sur- 
vey published yesterday. 

It also found that three- 
quarters of businesses polled 
in countries that have not 
liberalised are highly critical 
of their telecoms monopoly. 
The findings were released 
just five weeks before the 
January 1 deadline for the 
implementation of the Euro- 
pean Union directive on 
opening up member states’ 
telecoms markets. 

“The report shows that 
European business sees the 
development of their tele- 
coms markets as vital to 
their own future prosperity," 
said John Butler, director of 
regulatory affairs for British 
Telecommunications, the UK 
group which commissioned 
the survey by Research 
International 

Mr Butler said ' it ' was 
important that EU countries 
moved quickly to set up reg- 
ulatory systems which 
would ensure the swift con- 
vergence of interconnection 
charges. 

The charges, which are the 
prices paid by competitors to 
use another company's lines, 
vary enormously across 
Europe. The UK and Scan- 
dinavia are among the 
cheapest . while Italy and 
Spain rank among the high- 
est According to Ovum, the 
market research group, the 


difference in Interconnect 
rates between the top and 
bottom EU countries can be 
as much as fivefold. 

A recent report from the 
European Commission set 
benchmark prices for 
interconnect It believes that 
failing interconnect charges 
will encourage new 
competitors into former 
monopoly markets. The 
commission is also 
encouraging regular 
meetings of the EU*s 
telecoms regulators in order 
to bring interconnect 
charges up the agenda. 

Reduced prices and better 
service topped the benefits 
singled out by European 
businesses in the BT survey. 
Less than obe-third of 
businesses believe their 
existing telecoms supplier 
provides the best possible 
service. The Dutch were the 
most satisfied, with 40 per 
cent approving. Switzerland 
(56 per cent), Germany (50 
per cent) and Italy (44 per 
cent), were the most 
disatisfied. 

Only 4 per cent of 
businesses said they would 
be unwilling to switch 
supplier. However, 98 per 
cent of Swiss businesses 
polled would like to switch 
their telecoms provider. 

The three most popular 
criteria for choosing a 
supplier were reliability (77 
per cent), competitive prices 
(57’ per cent), and customer 
service (52 per cent). 
Crutekshank plea. Page 16 


Finns fear 
Russia’s 
pollution 
timebomb 


By David Buchan and 
Quentin Peel in London 

Finland's president 
yesterday called the environ- 
mental mess In Russia “a 
time bomb for us all” in the 
Baltic region, and urged the 
European Union to pay more 
attention to its northern 
flank. 

Speaking in London. 
Marrti Ahtisaari complained 
that 70-80 per cent of Baltic 
sea pollution was created by 
St Petersburg. He said 
urgent action was needed to 
clean up civil and military 
nuclear facilities along Fin- 
land’s 1,340km border with 
Russia, especially in the 
Kola Peninsula. 

Mr Ahtisaari described the 
threat from Russian pollu- 
tion as his country’s greatest 
security problem. “I would 
be much happier if 1 could 
clean up the Baltic and swim 
in the sea than join Nato,” 
he said. 

Mr Ahtisaari did not rule 
out neutral Finland one day 
joining the Atlantic alliance, 
with or without the Baltic 
states, but said: “It is not a 
priority”. 

As part of his attempt to 
offset the ElTs tendency to 
focus primarily on Its east- 
ern and southern flanks, the 
president said he hoped that 
next month's summit in Lux- 
embourg would endorse the 
importance of its “northern 
dimension”. 

This would “not involve 
new money or new institu- 
tions", he added, but would 
result in better co-ordination 
of EU activities and policies 
“in the region ranging from 
the southern Baltic to the 
Barents Sea” and east into 
Russia. The EU should also 
invite Arctic powers such as 
the US and Canada to partic- 
ipate in its “northern dimen- 
sion”. 

Mr Ahtisaari. who is due 
to visit Moscow later this 
week, said the cost of deal- 
ing with the former Soviet 
Union's environmental leg- 
acy would be very large. “I 
wouldn't even mention a fig- 
ure, because it would 
frighten people!” 

He said Russia had pri- 
mary responsibility for 
cleaning Itself up. The presi- 
dent’s, officials said the aim 
of the EU in inviting US and 
Canadian participation 
would be- .to get matching 
funds from thani 

The Finnish president, 
who has considerable consti- 
tutional powers in foreign 
policy, said he was relaxed 
about the European Commis- 
sion's plan fo invite only one 
Baltic state — figtnnta - to 
join four other east Euro- 
pean countries plus Cyprus, 
to negotiate entry into the 
EU next spring: 

The Important point, for 
Finland, was that at least 
one of the three Baltic states 
should have qualified for the 
next wave of EU enlarge- 
ment, "and I am happy that 
it has”. 


Turkey’s 
shock 
plan to 
break 
inflation 

By John Barham hi Ankara 

Turkey's economy minister 
yesterday announced a one- 
year “shock programme to 
slash inflation to 15 per cent 
by the end of next year, 
scrapping an earlier plan to 
eradually cut inflation, now 
at 93 per cent, over three 
years. . 

Gilnes Taner told the 

newspaper Milliyet he 
intended to impose price 
controls and push through 

long-delayed public sector 
reforms in a package to be 
supported by a standby loan 
from the International Mone- 
tary Fund. 

-We have agreed with the 
IMF on a shock programme. 
Now it is time to determine 
the figures of a shock pro- 
gramme Mr Taner said. 
“We can drive inflation 
down to 15 per cent, but for 
this we need structural 
reforms.” 

According to senior gov- 
ernment officials, the Fund 
did not consider a three-year 
programme to be viable and 
urged the government to 
adopt a more ambitious 
strategy. However. Mesut 
Yilmaz. the prime minister, 
resisted stronger measures, 
rearing they would threaten 
his fragile coalition govern- 
ment. 

Mr Taner said he would 
present his programme to 
Mr Yilmaz today. If he 
approves, officials will pre- 
pare a detailed proposal to 
submit to the Fund next 
month, shortly before Mr 
Yilmaz travels to Washing- 
ton. 

Mr Taner said the new 
package would include an 
“urgent" tax reform to 
stamp out widespread eva- 
sion and measures to halve 
the bankrupt social security 
system's deficit. Agricultural 
support prices, a major item 
of government spending, 
would also be brought 
under stricter control. 
He gave no details or 
figures. 

Previous reform pro- 
grammes over the year, 
including the previous three- 
year plan, have included 
similar items but have 
always failed because of 
weak political support 

Still, Mr Taner said priva- 
tisation revenues of $5bn 
would begin flowing by mid- 
1996, coinciding with a sea- 
sonal fall in inflation, help- 
ing to bring about deflation 
of 1 per cent in July and 
August. 

However, he warned that 
port of his programme would 
include a price freeze 
between January and May at 
state-owned companies, 
which still dominate most 
basic industries. Mr Taner 
added that the government 
would “advise" private com- 
panies to moderate their 
price increases. 

The Istanbul stock 
exchange’s index fell 9.4 per 
cent on the news. Many ana- 
lysts, who had doubts about 
the government’s ability to 
meet its previous three-year 
target, were scathing about 
the latest plan. 
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NEWS DIGEST 


Kirch defends 
digital TV plan 


1*0 Kirch, one of Germany’s most powerful media 
t ycoons , nififle a rare foray into the public domain 
yesterday, rebutting criticism from regulators and 
politicians of his plans for developing digital television. 

Mr Kirch’s plans for a joint venture with Deutsche . 
Telekom and the broadcasting company CLT-Ufa, to ■ 
which the media group Ber telsmann hac a an par rent 
stake, are being investigated by dip European Union 
competition oamnriBSkmer. Karri Van Mtaft . . 

Speaking to Focus magazine, Mr uiir h said the mousy 
required to develop digital television necessitated such a 
link-up. “l cannot believe the Commissi an in Brussels will 
stand in the way of an economically sensible and legally ‘ . 
irreproachable development of the rfr gfm market” 

Mr Kirch has also established a joint venture with 
CLT-Ufa for a digital pay-tv company, Premiere, which is 
also awaiting clearance from the regulators. Earlier this 
month Mr Van Miert warned the two companies they 
faced hefty fines if Premiere was already r*»idur* T" p 
business before approval was granted. The warning 
followed tentative joint advertising initiatives by Kf refo - 
and CLT-Ufa. . Frederick Stildemcmn, Berlin 


POLISH HXJNOMY 


Interest plan ‘unhelpful’ 


Poland can adequately service its $4Sbn foreign, debt and 
has no need to ask for a reduction of this year's interest 
payments, according to QuuIb Dallara, the bpgd of the 
International Institute of Finance (Ttf), the . 

association grouping private sector banks. 

Mr Dallara was commenting on an idea put forw ard last 
week by Marian Krrakle wslri. the Timm! nf RnHrtartty 

Electoral Action (AWS), which is the senior partner in 
Poland’s centre-right gove rnment. He suggested that twa 
year’s debt service payments of more than $ibn should he 
reduced, after negotiations with creditors, to help fond 
reconstruction following last summer’s flood damage. 

“The statement was extremely unhelpful and . 
unwarranted,” Mr. Dallara said yesterday. Be added that 
Jerzy Buzek. the prime minister , should make it c lgft r 
that Poland would honour all its debt service 
commitments in full. 

According to Moody’s rating agency ./Poland’s foreign 
debt will reach $42.7bn this year or 30 per cent of GDP. 

Christopher Bobinski, Warsaw 


FINANCIAL SERVICES 


Finns plan new regulator 


The Finnish government said yesterday it was 
considering the creation of a new financial supervision 
authority to oversee the country's fast-growing banking, 
insurance and financial service industries. 

A four-month study commissioned by the Finnish 
finance ministry has recommended a central financial - 
regulator to prevent “uncovered black spots in 

supervision”. ______ 

The .study’s authare urged deregulation of the insurance 
and pensions industry. "A total reform of the Finnish 
legislation on pension, life and third-party liability 
insurance has to be implemented as soon as possible."' 

The Finnish pension funds and insurance industry is 
relatively inflexible, with little scope for customers to 
switch savings or investment portfolios between 
competing fond managers. The study predicted that 
deregulation, overseen by a centralised supervision | 
authority, would improve competition in the banking and 
insurance sectors: • • 

The ministry said it would seek responses before the 
end of the year. Tim Burt, Stoddtohn 


DANISH TRANSPORT 


Railway to lose monopoly 


The monopoly right of Denmark’s state railway authority, 
DSB, to supply train services will be ended for goods 
traffic an January 1, 1099, and for passenger traffic a year 
later. Bjorn Westh, minister of transport, announced in 
Copenhagen. Also from January 1999, DSB will be 
converted from an agency of the government into an 
independent public corporation. 

The decisions im pleme nt an agreement in principle 
reached among the main parties represented tn the 
Danish parliament last year. . 

Mr Westh said he hoped that the coming changes "will 
breath new life into the railways". Private companies will 
be able to offer passenger services from January 1, 2000, if 
there is available track capacity, Mr Westh said. 

But he said he expected to contract out up to 15 per - 
cent of the subsidised services operated by DSB by . 3003. 

HQary Barnes, Copenhagen 


UKRAINE PRIVATISATION 


Power plant on market 

Ukraine’s privatisation chiet Volodymyr Lanoviy, said 
yesterday that the country's second largest thermal 
power plant, Daobassenergo, would be the first enterprise 
to be offered in a large-scale privatisation programme. 

While impressive In physical capadty tamis. 
Donbassenergo Is in poor financial shape, and was the 
only one of 11 power, generating and distribution 
companies surveyed in September by London-based MC 
Securities which received an “Avoid" rating. 

The plant has installed capacity of 8.17QMW. arid in 1996 
supplied some 13 per cent of Ukrtone’s total electric 
power. Last year the plant had revenues of S415m against 
costs of $430m. It is currently owed 5129m by customers, 
according to MC Securities. 

Privatisation has been held up by a struggle between 
parliament and the State P rop er t y Fund over Mr 
Lanoviy’s appointment last spring. Charles Ctooer, Kiev 


m ECONOMIC WATCH 

Inflation pressures ease 


Pracfacef prfce.fcitfex,:; 
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Underlying inflationary 
pressures eased slightly 
to Germany in October, 
but provisional cost of 
living data for western 
Germany this month 1 
pointed to a marginal rise 
in the inflation rate, the 
federal statistics office 
reported yesterday. The 
import and producer pries 
indices both foil by 0.1 per 
cent between September 
and October and the rate 


. , r 'v 


■ i r.‘i nV-'- 1 - year-on-year. Import 
- , prices last month were 3.4 
sovixrii^w. 'm C; ,y#;- ‘ • t per cent higher than in . 

October 1996 compared 

with 4.1 per cent in September and 5.4 per cent tn August 
Industrial producer prices showed a 1.2 per cent annual 
Increase in October after L4 per cent In September and L5 
per cent in August 

However, early returns from four large west G erman 
states ^idicated a provisional O.l per cent rifle in the cost 
of living this month, and a LS per. cent increase in 
western German inflation compared with November last 
year after October’s JL7 per coat year-on-year rise. 

• - Piter lihrman, Bonn 


NEWS: EUROPE 


French visionary tackles EU reality 


Andrew Jack and David Owen find France’s 
minister for Europe looking on the bright side 


W ith a bust of Jean 
MoxmeL father of 
the European 
. Union, looking down on him. 
and the flu's blue and yel- 
low. flag beside the French 

tricolors in a corner of his 

spacious office, France's 
young European affhirs min- 
ister. Pierre Moscovlci, 
wears his convictions on Ms 
sleeve. 

-In the introduction to a 
book published earlier this 
year, when the French 
Socialist party was still In 
the political wilderness, he 
wrote: “Europe, which 
whether we realised it or hot 
has been the. historical proj- 
ect of bur country for 40 
years, still constitutes our 
fu t u re". 

Mr Moscbvlci is sometimes 
portrayed as the Left Bank 
intellectual of Lionel Jos- 
pin's government. Yet the 
divergences between the 
views which Mr -Moscovlci 
expressed in opposition and 
the practical policies now 
being put into place can 
Show throug h 
Beading the book, for 
example, one is not left with 
the impression that he holds 
Jean- Claude Trlchet, the 
Bank of France governor, in 


particularly high esteem. At 
one point he refers to a bank 
■ “closed in bn its certain* 
•_ ties . . .like the first symbol 
of a 1 technocratic elite which 
is ignorant of the . difficulties 
of the French people". 

However, , only days after 
France began lobbying for 
Ur Trlchet to brad the Euro- 
pean Central Bank, Mr Mos- 
covid gald he would be “an 
excellent governor”. He said 
Mr Trlchet “has a certain 
international stature, he has 
fought, inflation and steered 
monetary stability”. 

If he now accepts the idea 
. of an independent central 
bank guided by a monetarist 
of Mr Trichet's ilk, he also 
maintains the need for some 
form of political counter- 
weight. arguing that the job 
of governments in the Euro- 
pean single currency zone 
should be .to push - for 
'“employment and growth. 

“Everyone has their role” 
he says. “The governor of 
the central bank should 
have liberty, but also' inter- 
locutors. Total indepen- 
dence, yes. liberty, yes. But 
the governor does not float 
in free space. Independence 
doesn't mean you don't have - 
interlocutors or are not 


accountable." 

Mr Moscovlci fully expects 
the kuo zone presided over 
by the ECB to include Italy 
as an member. “It is 

■one of the larger countries, 
and the EU should not he too 
imbalanced, so we need 
southern membeis. 

“The macroeconomic 
results are satisfactory. And 
in some ways the Italians 
have overcome a political 
crisis [for the sake of] the 
euro. There is not an objec- 
tive reason to refuse Italy’s 
entry. I have not heard any 
objection, even from Ger- 
many. 

In a country where words 
are weighed very carefully, 
Mr Moscovlci went to last 
week’s EU jobs summit 
determined to defend France 
'from labour market “flexibfl- 
lty", which he argues 
implies “deregulation, salary 
reductions, a drop in the 

minimum wage” and an end 
to other concessions won by 
unions over the years. 

But he says that flexibility 
& I’anglaise or the British 
Labour party's idea of 
“employ^MUty" - “reinforc- 
ing individuals' training and 
education” to help tHam And 
jobs - fits in comfortably 



Pierre Moscovlci: Europe is still our future 


with the French model. It 
ties in well with the targets 
agreed by EU ministers last 
Friday. 

He says it is “out of the 


question" for the French 
government to raise taxes; it 
would rather cut them to. 
create jobs. But he empha- 
sises the need to introduce 


“fiscal harmonisation" and 
to remove tax havens. He 
stresses that France has 
been constrained in the 
short term by the need to 
reduce a high budget deficit. 

The minister dismisses the 
suggestion that plans to 
impose a maximum 35-hour 
working week would destroy 
jobs, while admitting that 
some approaches to reduced 
working could fail to create 
employment Bui he insists 
on the need for a law 
“because we don’t have a 
culture of negotiation in 
France [as they do] in Ger- 
many, or strong unions like 
to the UK". 

Mr Moscovlci argues that 
the French have not fully 
appreciated the difference in 
the UK since the general 
elections in May. “The new 
British government is Euro- 
pean, progressive, it is the 
opposite of the Thatch erite 
method.” he says- “She 
camped on the border of 
Europe, Tony Blair has a 
strategy of entering Inside." 

He even suggests that the 
UK's wait-and-see approach 
to adherence to the euro is 
"simple common sense”. “A 
Big Bang would be impossi- 
ble. In France, it is only five 
years after the referendum 
that companies are prepared 
and public opinion is ready 
for the euro, and we have 
the maturity to do it.” 


Taiwan Innovalue: 


Letting your laptop outlast you on a long ha 

ul flight. 





From long-lasting laptops to motherboards, scanners to scooters. 
Taiwan is expanding its unique advantage of Innovalue. That's 
the added value Taiwan manufacturers give their products through 


brilliant innovations. 


Acer’s 1 0-hour TravelMate utilizes not only a 
special battery but new circuitry and software to 
lessen battery drain. 


Many Innovalue products are also winners of Taiwan's 
prestigious Symbol of Excellence, like the remarkable infrared 
wireless keyboard from Siiitek, or the expandable master hub 
recently introduced by D-Link. 


Today, Innovalue is making Taiwan the best place to source, 
design and manufacture. It's a difference you’ll find in many 
product areas. Perhaps yours. If you want to know more, reach us 
by fax or through the Internet. 
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NEWS: EUROPE 


Big fish still escape Lisbon’s tax net 


A mini ster’s fate is sealed but the worst culprits 
may well be getting away, reports Peter Wise 


A ntonio Guterres. Por- 
tugal’s Socialist 
prime minister, 
could be forgiven for won- 
dering if the wrong heads 
are rolling In his battle 
against tax evasion and 
political sleaze. 

In claiming his most 
trusted minister, the 
clean-up campaign appears 
to be diverting attention 
from the real culprits. 

Last week's resignation of 
Antonio Vitorino, the deputy 

prime minister and defence 
minis ter, followed an allega- 
tion that be avoided paying 
ES350.0Q0 ($2,000) in tax on a 
property purchase eight 
years ago by failing to 
declare the full value of a 
derelict farmhouse. It was 
the minority government’s 
biggest setback since taking 
office two years ago. 

In Portugal, where tax eva- 
sion is more widespread 
than m any other west Euro- 
pean country, this is a pecca- 
dillo of which many property 
owners would privately 
boast. O Publico, the news- 
paper whose report led to his 
resignation, acknowledged 
few public officials would 
sleep easily If such misde- 
meanours began to weigh on 
their consciences. 

Mr Vitorino 's resignation, 
praised across the political 
spectrum as honourable and 
scrupulous, reflects the 
growing success of govern- 
ment efforts to repair a deep 
loss of faith in politicians by 
setting higher standards of 
conduct and accountability. 


Two years ago. Francisco 
Murteira Nabo resigned as 
planning minister after 
admitting the truth of an 
. almost identical allegation. 
He is now chief executive of 
Portugal Telecom. 

After Mr Vitorino’s deci- 
sion, pressure to resign has 
been stepped up on other 
politicians linked to the 
Socialist party who are also 
accused of tax irregularities. 

Antbnio Saleiro. a regional 
governor, is to offer his res- 
ignation today. Jose Luis 
Judas, mayor of Cascais, is 
resisting calls to withdraw 
bis candidacy for re-election 
in December. “Mr Vrtorino's 
example should become the 
rule not the exception," one 
newspaper editorial said. 

But as high-profile politi- 
cians fall victim to the 
crackdown, there is growing 
concern that the biggest tax 
evaders are escaping the net 
“Politicians have a respon- 
sibility to subject themselves 
to an exacting scrutiny over 
their financial affairs," said 
Antonio Barreto, a sociolo- 
gist and former Socialist 
'minister. “But there is a risk 
that the spotlight turned on 
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public figures is alleviating .. 

pressure on bigger culprits.” SBbBk: : ’ ", V.- : 

Doctors, lawyers, engi- HB-. -. 

neers and other self- Hk •. '' ' •' ■ " 

employed professionals and 
small companies should be 

in the dock, say tax consul- -'ySHi fr: 

tants. Evasion in t hese quar- HHBt --- ■ 1 

ters is so rife that, according F : - ; Y ' Y ^ 

to their tax declarations, the ^ ~T : / ' - • f' 

average self-employed law- K \- -f 

yer, for example, claims to ML. V A,\ •' 

eara less than a waitress or HL., " ..j^V 

a construction worker. '• 

companies declare a loss and 

pay no taxes at all, says Mr •. ;* ^.v.; r - . --■ 

Barreto.. This means the low- ^ •'7 - : < 

est paid - wage' earners Y 
whose tax is deducted at ' 

source - carry the heaviest .*x*:*§f .. $ - 1 • 

tax burden, accounting, for - VHBIBt ■. . ' 

most of the state's revenue ■ Tie departure of VRotimo- (left) highlights the problems feeing Guterres (right); : \ ' 

from personal income tax. * 7 • ^ x ■ i ' !'• .V - 

Corpora te tax revenue comes : increasingly untenable for'; I'sib, former president of Ben- 3s little indication of a resto- 
largely from a handful of big ■ government officials to hold _ fica, Portugal's most fafobus "ration pt public' confidence 
companies.- . ... r office while under' the suspi-^ soccer club, whose flamboy- in politicians. 

The government alias to cion of tax irregntarfoefe. .*•' ant lifestyle was often fra- “There is a' growing cynl- 
recoup the equivalent of 2 Tax authorities appear noi, tured in glossy magazines, cism in Portugal about the 
per cent of gross domestic to be above aborting leaks 4$ He declared' average earn- ethical standards, of. polijti- 
product in- lost tax revenue the media to help .turn the ings less than the minimum rfon* that is potentially' dan- 
over -three yearsJ- This tide of' public r opinion wage paid to. the .poorest gerous for democracy ."-said 
involves pointing .the finger against alleged tax dodgert \ workers.' Manuel Villa verde Cabral, a 

at tax evaders as pariahs liv- : - One newspaper recently The fall . of. Mr Vitorino sociologist, 
ing lavishly at the expense: published the income tax. -sets a demanding standard Manuel Monteiro; leader of 
of the nation, making it- declaration of Manuel D Apj*;-- for public figures. But there the righiwirig Popular party, 
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recoup the equivalent of 2 
per cent of gross domestic 
product in- lost tax revenue 
over .-three years;- This 
involves pointing .the finger 
at tax evaders as pariahs liv- 


PM SHUFFLES THE PACK AFTER MINISTER STUMBLES = 

Antonio Vitorino’s resignation as He has replaced the defence, interior, . minister, seen as representing the I 

Portugal’s deputy premier and defence ' economy and employment ministers right wing, takes over as deputy 
minis ter has precipitated an extensive and created new ministries for youth . premier. Jose Veiga Slmfto, who seir 
cabinet reshuffle that Antonio and parliamentary affairs. The move " as education minister under the ; 

Guterres, the prime minister, had been - strengthens the position of his closest rightwing regime of Marcelo Caetax 

expected to delay until after municipal collaborators and faithful So cialis t was an unexpected choice for defem 
polls in December, Peter Wise reports: militants. Jaime G ama, foreign , minister. 


minister, semi as representing the ■ 
right wing, takes over as d eputy 
premier. Jose Veiga Slm&o, who seirved 
as education minis ter under the ; . 
rightwing regime of Marcelo Caetano, 
was an unexpected choice for defence 
minister. 


in politicians. 

“There is a' grbwiiig cyni- 
cism in Portugal about the 
ethical ^standards, of. politi- 
cians that is potentially ^n- 
gerous for democracy," said 
Manuel ViUavextle' Catual, a 
sociologist: 

Manuel Mouteiro; leader of 
the ri^ityrihg Pindar party,. 
; drew strong arit5,qism fo?m 
municipal bodieS-".hy railing 

; into question. wi^il he called 
the “illicit enrichment" of 
: soxne local officials. In the 
words of one political com- 
mentator. this was merely 
an expression .of.a'pppular 
belief in Portugal -that "a 
number of people; still see 
politics as the best career for- 
getting rich quids". . ' • '' 


Paris trial for 38 accused of aiding bombers 


By Robert Graham in Pais 

Thirty-eight people went on trial In 
a Paris court yesterday accused of 
helping a network of Algerian 
Islamic militants to carry out 
deadly bomb attacks in France in 
1995. 

It is the first time the authorities 
have been able to bring to trial a 
large number of people suspected 
of providing vital logistical support 
for terrorists. Another trial is due 
for those accused of being directly 
Involved in acts of terrorism. 


The trial is also the . first in 
France allegedly involving the 
Armed Islamic Group (GIA). the 
most militant of the Islamist organ- 
isations fighting Algeria's military- 
controlled government. ; The 
break-up of an alleged 'ring fol- 
lowed investigations among the 
Algerian immigrant community in 
France as well as in Belgium, Italy, 
the Netherlands and the UK* 
During 1995 nine terrorist bomb- 
ings were attempted or success- 
fully carried out in Francs, usually 
with gas canisters used as dxpta- 


sive devices. The worst was a gas 
canister bomb in the central Paris 
metro station of Saint-Mi chel 
which killed eight people and 
wounded 84. In all, 14S people were 
wounded in the 1995 -attacks. 

According to the. prosecution, a 
terrorist support network began in 
France in. 1992 -after Algeria's mili- 
tary rulers blocked an expected 
poll victory of the Islamic Salva- 
tion Front (FIS). The more militant 
members of this network then' 
switched^ to the GIA When it split 
from thejnoderatos.. - 


The majority, of those accused 
come from the Lyons area and 
were allegedly recruited by All 
Touchent, a former architecture 

student who has so far evaded cap- 
ture. Police claim to have broken 
the case when they found finger- 
prints on an unexploded gas canis- 
ter, placed in August 1995 beside 
the - Parls-Lyons high-speed rail 
line. 

. At least two of those an trial 
yesterday- foe French citizens who 
converted to Islam. ., 

* ^.Tbe alleged, support network is 


also behoved tn ha^: organised for 
vohznteos to ^ ^fAf^iaiiistan 

anrt 'Rrw mia finr milit a r y iy afrilwg 

The trial - Is expected- to throw 
light an- -the activities of Rachid 
Eamda, the Algerian militant 
whom the French, are seeking to 
have extradited from Britain. . 

The French authorities believe at 
least part of the terrorists’ funding 
is co-ordinated front ^ ^-tha'TJlL 
Another issue is the rol^>played by 
the Algerian, authfolties.-vrtio are 
^ agjeged to have infi^tted'tforprifo 
Ifigwp ps in Europe td discredit them. ' 


Ukraine's currency, the 
hryvnia, which was teeter- 
ing last week on the preci- 
pice of a sharp devaluation, 
has been saved by a resolute 
National Bank. But the fun- 
damental problems that 
brought the hryvnia to the 
edge remain in place. 

Twice in the last week, the 
National Bank of Ukraine 
-raised -interest, rates by .10 
pfo : cent, the re- 

finance- and- Lombard rates 
"to 85,'and after cent respec- 
tively to d efend , the .currency 
from^pamc selling. In addi- 
tion, the bank raised reserve 
requirements . from 'll- per 
cent' to. 15 .per ceht< , 

There ‘ isirno liquidity in 
the system now- if yon want 
to sdll -hryvnias," there- is 
nothing' tot- sell, ” said one 
-banker, desc^iMng the effect 
"of these- .measures on the 
r market yesterday. 

: But- thebe' measures can 
only be.. temporary. “The 
Ukrainian" economy cannot 
onritiiiiiettb Amction at these 
irderest rates," said the 
banker. 

Sbfne' analysts are worried 
the t varioys measures taken 
by -the . National Bank over 
the past few wedks smack of 
exchange .'controls. Ukrki- 
nfeb: barbs' and their cus- 
tomers canjbdy dollars on 
the official" exchange now- 
oidy if they have ah: accom- 
panying import contract . 

■ Gfvei- the* lor^r term, as 
long as : Ukraine remains 
ovfo-rrifent , '’on ' foreign’ “hot 
money” to fill a large budget ■ 
deficit, and hard, currency 
reserves - remain . slim by 
international standards, the 
currency will face, pressure 
to devalue if liquidity' condi- 
tions do not Improve. 

The hryvnia has been 
remarkably stable over the 
past three years, thanks to 
the huge amount, of credits 
directed at Ukraine, by west- 
ern multilateral lenders; | 
notably the International 
Monetary Fund. 

This year, however, the 
IMF has token a tougher line 
on Ukraine’s lack of eco- 
nomic, ref oons. 


The prospect of a 
clash between Italy's rentrfr 
left government and tne 
small neo-Commimlst party 
receded yesterday amid 

signs of an open split wJtWn 

the Communists over their 

policy and tactics. 

Less than two monies 
after Reconstructed Commu- 
nism temporarily voted 
. down- s. Romano Prodi s 
admfobstrhflWi * * 

mentiAeJkurty’spre^t 

surprised Bome-s boUtol 
establisKnumt by saytag-tne 

move had cost «C consider- 
able electoral support. ' 

Hraim of Mr Prop’s 
Olive coalition were 

yestecdBSV to ^ e 

deliehtea by comments ftom 
C&suto.BC presi- 
dent u wht> fold a gathertog 
at the pfoty^s leadership at 
the xveokqnd itbai their task 
next we»r not to cause a 
new xristfc but find' v**ys 
“not to bring down the gov- 
ernment". \ ... 

Tr» | gcajfiely'- veiled attack 
on F^iustb ^Bertinotti. .the 
party’s geueratsecretary. 
Mr Cpssuto s^M It would be 
■ “absiferd’’ . to deny the con- 
duct of .the crisis had feBed 
to undermine RC’s support- 

' ■ The part?, whose 35 depu- 
ties provide MrtProdl with a 
majority . in Varliament, 
received about 9 per cent of 
the vote in the £996 general 
election. But^ this, dropped in 
last week’s municipal elec- 
tions - falling hy some 2 
percentage points Jn RQflte- 
; Mr CosSuta told |be week- 
end conference that if RC 
brought .down the- govern- 
ment next year it risked 
finding, 1t9elf goi% into 
“retirement". He ca^ed on 
RG to clarify its. pqsitlon 
with the Party of the Demo- 
cratic Left (PDS). which 
forms the core of the ruling 
coalition.' \ 

His comments could affect 
the government’s determina- 
tion to press ahead with for- 
ther sell-offs next yrar. 
There are signs it is consfo- 
ering the sale of a fourty 
tranche of shares in Eni, the 
oil and gas giant. 


NEWS: WORLD TRADE 


Prospects for Asia car sales 
mixed after market turmoil 


Passensrert^rdsn 
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By Haig Simonian, Motor 
Industry Correspondent 

Demand for new cars and 
ligbt commercial vehicles Is 
expected to polarise across 
Asia as plummeting sales in 
Thailand. Malaysia and 
Indonesia contrast with 
buoyant growth in India and 
China. 

In one of the first reports* 
on the outlook for the 
region's motor Industry after 
recent financial turmoil, the 
motor industry group at 
DRI-McGraw-Hill has cut its 
previous forecast for sales 
in Asia, excluding Japan, 
by a mere 500,000 units 
by 2006. 

According to the latest fig- 
ures, sales of cars and com- 
mercial vehicles will virtu- 
ally double to llm units in 
2006 from nearly 6m this 
year. 


The relatively low 
long-term impact of the tur- 
moil explains the authors’ 
reluctance to criticise recent 
big investments by General 
Motors and Ford of the US. 

“Whether the timing of 
GM's and Ford's entry into 
Thailand is unfortunate or 
impeccable remains to be 
seen.” they say. 


Sales of vehicles In all four 
markets will be hit by 
weaker economic growth, 
lower consumer confidence 
and higher interest rates, 
which will dent credit finan- 
cing. 

Vehicle prices may also 
rise, as much of the technol- 
ogy for the region's motor 
industry is imported and 


Report takes pessimistic view of 
short-term prospects in Thailand, 
Malaysia and Indonesia 


However, the report takes 
a deeply pessimistic view of 
short-term prospects in Thai- 
land, Malaysia and Indonesia 
- three of the countries most ' 
affected by currency upheav- 
als — and remains uncertain 
about South Korea. 


largely denominated in 
Yen. 

Cars sales in Thailand, for- 
merly one of the most 
vibrant new car markets, are 
expected to fall by 20 per 
cent this year and by alm ost 
14 per cent in 1998. Forecasts 


for Malaysia and Indonesia 
have also been downgraded, 
with fells of 11 per cent and 
15 per cent respectively next 
year. 

The report’s outlook for 
light commercial vehicles, 
which substitute for private 
cars in many parts of Asia, 
has also been downwardly 
revised. Demand in Thailand 
is forecast to 'plunge by 
almost 40 per cent this year 
and a further 18 per cent in 
1998. 

In Indonesia, where the 
market for light commercial 
vehicles is for bigger than 
for traditional passenger 
cars because of differential 
tax treatment, demand for 
LCVs should drop by 29 per 
cent next year. 

Malaysia and Korea are 
expected to fall by about 6 
per cent each. 

By contrast, the forecast- 
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era expect sales of vehicles, 
notably cars, in India and 
China to remain robust. 
Demand for cars in China is 
expected to jump almost 
threefold by the year 2006. 

Even in Thailand and 
Indonesia the longer term 
outlook remains vibrant, 
said the report. 

Sales of cars and light 
commercial vehicles in Thai- 


land is forecast to more than 
doable by 2006. Similar 
growth rates are predicted 
for Malaysia and Indonesia, 
while demand in Korea, 
where the market is nearly 
saturated, will rise rise 
much more moderately. 

* Asian Automotive Industry 
Forecast Report, DR1- Mc- 
Graw-Hill, November 1997 


Israelis learn slow track approach to trade 


D uring the recent 
Middle East and 
North Africa eco- 
nomic summit, a few Israeli 
and Qatari businessmen met 
privately outside the con- 
fines of the luxurious confer- 
ence centre in Doha. It was 
the first time they had met. 

One of the Israelis, experi- 
enced In conducting busi- 
ness with Arab countries, 
started the conversation 
with his Qatar hosts. He 
spoke slowly, talking about 
everything except trade. 
After some time he noticed 
his Israeli colleagues were 
becoming impatient When 
the meeting ended he was 
asked why he had spent so 
much time talking about 
nothing. 

He tried to explain to them 
the significance of time in 
building relationships. 
“Some Israeli businessmen 
have not the slightest idea 
about tiie cultural differ- 
ences between us and the 
Arabs. 

They think they can walk 
in, talk shop, sign a deal and 
that’s that. It’s time we 
learned how to drink tea 
slowly and make small talk." 


Arab businessmen are still deeply suspicious of their Israeli counterparts 



Beqjamin Netanyahu, Israeli prime minister thinks Israel 
has little to gain economically from the Mena conference 


Back in the conference 
centre, an Israeli finance 
ministry official spent the 
entire three days talking to 
Arab government officials. “I 
had to explain what was 
happening In Israel and 
what I thought of the future 
of the peace process,” said 
Rafi Benvenisti, senior 
adviser to Yaakov Neeman, 


Israel's finance minister. “It 
required patience. I had to 
try to build trust among my 
counterparts. It was not 
easy. The Israelis were put 
on the defensive," 

The Arab world Is still 
extremely suspicious of 
Israel and the greatest suspi- 
cion among many Arab busi- 
nessmen is that if there was 


peace, Israel would rush in 
and dominate their econo- 
mies. 

“We know the Israeli econ- 
omy is strong and the busi- 
ness community wants to do 
trade with us. But why can't 
the Israelis just relax, slow 
down and treat us as 
equals." an Arab business- 
man said. 

It is not the first time Mr 
Benvenisti has heard such 
views, “For the Israelis, time 
is money. That’s their bot- 
tom line. They have a 
short-term outlook. Maybe 
it's because they don't know 
what will happen tomorrow. 
But Pm not convinced Israel 
wants to dominate the Mid- 
dle East markets.” 

Israeli officials are reluc- 
tant to disclose the real level 
of trade with Arab countries. 
An official from the Manu- 
facturing Association, which 
represents Israeli industry, 
said trade for the first nine 
months of this year to the 
Middle East and North 
Africa (Mena) countries was 
about SGOm. 


Yet a close look at data 
from the Central Bureau of 
Statistics shows a very dif- 
ferent picture. 

Excluding exports and 
imports to and from Europe, 
the Americas, Asia and 
Africa, trade last year to 
“other” countries amounted 
to $4J3bn - a tenth of Israel's 
total trade. 

This “other" trade 
includes Israel importing oil 
and other commodities 
through intermediaries or on 
the open market while it 
exports finished goods, 
Including electronics, high- 
tech products, and security 
and military equipment to 
the Mena countries. 

“The bottom line is that 
Israel and the Arab coun- 
tries are doing trade with 
each other. The Arab coun- 
tries don't want to say so 
openly and Israel wants to 
keep it quiet, ” a diplomat 
said. 

As long as the Arab boy- 
cott on Israeli products was 
In place, all trade was done 
through intermediaries. But 


Israeli managers had hoped 
the Mena process - begun 

three years ago in Casa- 
blanca In a bid to open up 
trade between Israel and the 
region - would allow them 
to deal directly with their 
Arab counterparts. 

Direct links have been 
forged with Jordanian and 
Egyptian companies, but 
establishment of further ties 
has been set back by the 
intransigence of Benjamin 
Netanyahu, Israeli prime 
minister, towards the peace 
process. 

An Israeli businessman, 
still awaiting confirmation 
of his visa to travel from 
Qatar to other Gulf states, ■ 
said: “He believes - and has 
said so - that Israel has 
little to gain economically 
from the Mena conference. 
This is rubbish. Trade builds 
trust and prosperity." The 
businessman said he was 
prepared for a long wait for 
his visa. *Tve the patience to 
drink tea slowly." 

Judy Dempsey 


NEWS DIGEST 


Portugal adds 
to cellphones 

Portugal’s third mobile telephone network is due to begin 
operating next year, following the award of a licence to an 
alliance of private-sector and state-controlled companies 
that includes France Telecom as a strategic partner. The 
Main Road consortium, the only group to bid for the 
licence, is dominated by Imparsa. controlled by Belmiro 
de Azevedo. a leading entrepreneur, with 45 per cent. 

Three state-controlled energy utilities, Elect ricidade de 
Portugal, Transgas and Gas de Portugal, together hold 25 
per cent, while France Telecom owns 20 per cent 
Jofio Cravinho, planning minister, says the number of 
mobile phone users in Portugal - l.lm or 11 per cent of 
the population in October - was expected to double by 
2000 - Peter Wise, Lisbon. 

■ TRINIDAD AND TOBAGO 

Steel charges dropped 

Caribbean Ispat, Trinidad and Tobago’s leading steel 
producer, has been cleared of charges that it has been 
dumping production in the US. Several US producers had 
claimed the company was benefiting from government 
subsidies which gave it an unfair price advantage on the 
US market. 

“All investigations into the alleged subsidies by the 
government of Trinidad and Tobago to Caribbean Ispat 
Ltd will be stopped forthwith," the company said in a 
statement “Caribbean Ispat Is free to export to the US 
market without any countervailing duty liabilities or 
volume restrictions." The company had been cleared after 
Investigations by the US International Trade 
Commissioner. Before the charges by US producers 
Caribbean Ispat’s exports to the US averaged 260 000 
tonnes per year. These were reduced by the duties, which 
averaged 16 per cent Canute James. Kingston 

■ TOLL HIGHWAYS j 

Polish road deal signed 

Polish authorities yesterday signed contracts with two 
companies for construction of a 126km toll highway 
between the south-western Polish cities of Wroclaw and 
Gliwlce, the Polish Press Agency (PAP) reported. 

A consortium, consisting of Germany’s Deutsche 
Asphalt and Poland’s Dromex signed a contract yesterday 
to build two segments of the A4 route totalling 69.7km. 
PAPsaid. Austria’s Ilbau and Kirehner won a tender for 
conrtTictm of a third, 565km segment, the agency 

The highway should be completed in the year 2000. The 
toteloKt of construction is expected to come to EcuSSOm 
($397m). The European Investment Bank has agreed to 
provide a loan of Ecu225m, while the European Union’s 
PHARE programme and the Polish state will provide 
remaining funds. AP-DJ. Warsau* 

■ CORRECTION 

World drugs sales table 

Four numbers that appeared in yesterday’s world drugs 
sales table should have read 0, 3, 9, 6 as the percentage 
growth rates for Germany, France, Canada and the 
Netherlands. 
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Merrill Lynch 

on the mouths he has to feed. 


Europe will see millions of new pensioners over 
the next twenty years. Finding new ways to finance 
their retirement wont just help them though: it will 
benefit their children and their childrens children too. 
New pensions thinking could transform national 
debts -and the tax burden on people in work. 

All over Europe, Merrill Lynch Is showing the way. 
With unrivalled understanding, based on years of global 
experience. And intelligent counsel for governments 
and companies alike. Wisdom on the subject of age 
can make a difference to Europeans of all ages. 
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ASIA-PACIFIC 


Apec set to back Asian stability plan 


NEWS DIGEST 


By Gerard Baker and 

Guy de Jonquieres in Vancouver 

Leaders of Asia-Pacific countries 
are today expected to endorse a 
plan designed to restore stability to 
the region's turbulent markets and 
reassure jittery investors about the 
immediate health of the financial 
systems of Japan and South Korea. 
Asia's two largest economies. 

Members of the Asia Pacific Eco- 
nomic Cooperation forum (Apec) 
will express support when they 
meet formally today on the propos- 
als hammered out last week in 
Manila by officials of Asian coun- 
tries. the US. Canada and the Inter- 
national Monetary Fund. 


Though the leaders have been 
trying to play down the severity of 
the turmoil, uncertainty over 
details of an IMF-led package for 
South Korea and renewed doubts 
about Japan’s financial system fol- 
lowing the collapse of Yamaichi, 
the nation's fourth largest securi- 
ties company, have added urgency 
to today's discussions. 

The US-initiated plan calls for 
the IMF to provide emergency fin- 
ancing for Asian countries in diffi- 
culty, tied to a tough programme of 
economic reforms. In addition, 
Asia-Pacific countries will provide 
supplementary financing to bolster 
confidence in the beleaguered econ- 
omies. The plan is expected to pro- 


vide the blueprint for negotiations 
over the ball-oat for South Korea, 
which begin this week in Seoul. 

But the scale of the IMF package 
for Korea, and the extent of supple- 
mentary financing were unclear 
yesterday. Some economists have 
estimated the country might 
require as much as $60bn overall to 
cover Its short-term liabilities. But 
Korean officials in Vancouver for 
the Apec meeting played down the 
scale of support needed. 

Kim Ki-Whan, ambassador-at- 
large for foreign economic affairs, 
did not deny reports that Seoul 
was seeking SCObn from the IMF. 
But the amount Korea would need 
was likely to be lower than first 


thought because its decision to 
seek the rescue package bad 
restored market confidence, mak- 
ing it easier to roll over short-term 
debt He said If any help is needed 
from other countries it will be all 
done in the context of the IMF”. 

It em e r g ed last night that South 
Korea unsuccessfully sought finan- 
cial assistan ce from the US and 
Japan to rescue it from its crisis 
shortly before asking the Interna- 
tional Monetary Fund. 

"The response was, why don't we 
handle it through the IMF?," he 
said. Dr denied that the US 
and Japan had rebuffed Seoul's 
request for help. "Use of the word 
refusal is way overdone," he said. 


Other international officials said It 
was highly unlikely that Korea 
would need to borrow a sum equiv- 
alent to all its short-term debt. 
Korea’s total foreign debt was 
SllObn, of which $66 bn was 
short-term debt which fell due 
within the next year. 

The US bos so far refused to say 
whether it would contribute to any 
extra financing tor South Korea. 
On Sunday Bill Clinton, the US 
president, said it was “completely 
premature" for the adminis tration 
to consider taking part He yester- 
day met Ryu taro Hashimoto, the 
Japanese prime minister, in their 
first direct discussions since the 
crisis broke during the summer. 


Manila restarts 
land sell-off 


Banks ‘face years of losses and cuts’ 

S outh Korean banks South Korea’s banks: burdened — -= J™ short-term 

face years of losses and v — — - v 

retrenchment, foliow- 


The Philippine government yesterday said it 

ahead with the largest privatisation oi [ complex in 
of Food Terminal a 120 hfiCtWf is 
Manila. The move comes annlto creams P 
fiscal position brought on by ihe Asiancr. f 

small investors nest year. Kd<M for ™ 

June daring the first privatisatior\effart. when no olicnj 
were sStted by prequalffied 

the price was too high but the government has not cut tnc 

price of 155 pesos a share this timed 
is an important privatisation flr 

we know market conditions have chmged, sal - 
r : "The once is the 


we know market conoiuuua r — - , . 

Legaspi of the privatisation committteT “The price k. the 
l.va Tieua rhaneed." She said payment 


S outh Korean banks 
face years of losses and 
retrenchment, follow- 
ing the crisis that bas forced 
the government to turn for 
help to the International 
Monetary Fund, analysts 
and foreign bankers say. 

Weakness in Korea's 
bloated financial system 
after decades of directed 
lending to industries 
favoured by the state is one 
of the main causes of the 
crisis, but the shake-up now 
required is likely to prove 
one of the most contentious 
aspects of the government's 
negotiations with the IMF. 
they add. 

For a long time, the gov- 
ernment tried to play down 
the losses incurred by b anks 
because of this year's spate 
of corporate bankruptcies. 
Lim Chang-yuel, South 
Korea's new finance minis- 
ter, admitted last week that 
bad and doubtful loans at 
Korean banks totalled 
Won28,500bn ($27bn). 

Though this is equivalent 
to 1S.5 per cent of total loans 
outstanding and well above 
the government's 
WonlO.OOObn bail-out fund, it 
may stHJ understate the true 
extent of the problem. 

“We aren't finis hed with 
corporate bankruptcies yet. 
There's more pain to come," 
says Mr Henry Morris of 
Corvo International, a secu- 
rities company. As Korea 
slides nearer recession, some 
brokers expect bankruptcies 
to rise SO per cent next year 
over this year’s unprece- 
dented level, making wide- 
spread consolidation, with 
bank branch closures and 
job losses inevitable. 

Analysts identify the loss- 
making Seoul Bank and 
Korea First, a leading credi- 
tor of the bankrupt Hanbo 
steel group, as being among 
the country's weakest banks, 
but only a few stand out as 
relatively strong. 

In its latest survey. Dong- 
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Sooth Koreans donate dollars and gold jewellery in Seoul yesterday to help Korea 
overcome its foreign debt crisis nun 


bang Peregrine Securities 
singled out three quoted 
banks as a stock market 
“buy”. Hana Bank, founded 
only a few years ago with a 
loan book of Won3,600bn, 
has bad little time to build 
up an industrial loan book. 
Housing and Commercial 
Bank is a mortgage lender 
with loans of Wonl9.200bn, 
while Kookmin Bank's 
Wonl7,700bn loan book con- 
centrates on small company 


loans. 

Though retail lending cur- 
rently looks safer than 
industrial loans, analysts 
argue that even these may 
suffer as the economy wors- 
ens, forcing newly redun- 
dant individuals to default 
on their mortgages and hit- 
ting small companies. 

Korea's remaining army of 
commercial banks has to 
grapple not only with 
mounting bad loans to 


industrial conglomerates, 
but with excessive staff costs 
and a sharp fall In their 
reserves as the value of their 
extensive stock market hold- 
ings falls. 

As one condition for its 
rescue package, they say 
they expect the IMF to insist 
on a clean-up of Korea’s 
banks, with the closure of 
weak ones and rationalisa- 
tion at others. But this is 
likely to meet opposition 


While Koreans were 
dumping shares yesterday 
and the Japanese were 
bracing for the fallout from 
Yamai chi's failure, 
Hongkongers had much 
more serious matters on 
their minds, John Ridding 
writes from Hong Kong. - 

Thousands queued 
anxiously in downtown 
districts as a desperate 
attempt to cash in their 
bakers’ vouchers turned 
into a cake run. Rumours 
hail circulated that file 
chflfa of St Honors bakeries 
were about to declare 
bankruptcy. 

Yesterday's panic, which 
saw almost 2,000 pudding 
seekers outside one store, 
was nothing new to Hong 
Kong. Cake runs are almost 
part of the culture in the 
territory, where bakers’ 
tokens are popular wedding 
presents. 

The panic was quelled by 
a statement from Yaohan 
International Catering, 
parent company of St 
Hon ore. Yaohan Caterers, 
insisted its managers, had 
nothing to do with Yaohan 
Department Stores, which 
closed last Friday under 
mounting debts and 
declining sales. 

An official pointed to the 
bakery's strong balance 
sheet Over the past month, 
three new stores have been 
added to the 40-odd outlets. 
Another is due In December. 

from the government which 
still wants to keep the sys- 
tem afloat by encouraging 
the stronger institutions^ to 
absorb the weak. 

Commercial banks are 
coming under pressure to 
help out Korea’s 30 strug- 
gling merchant banks, insti- 
tutions which grew out of 
the informal kerb lending 
market that flourished in the 
1970s. Merchant banks are 
now burdened with exces- 


sive short-term lending at 
home and abroad. 

Yesterday. Mr T.im ordered 
12 merchant banks to liqui- 
date their foreign exchange 
assets, but urged all not to 
call In their credits to Kor- 
ean companies. 

Forcing the merchant 

hanlre intn thp nrms of mar . 

ginaHy strongs- commercial 
banks is not the answer, for- 
eign bankers say. “Not all 
banks are in trouble, but no 
bank in Korea is A-OK,” 
says Mr Eugene Yun of 
Deutsche Morgan GrenfelL 
Forced rescues would “just 
make slightly healthier 
haulm weaker". 

Merger Korean-style does 
not involve vital rationalisa- 
tion and cost-cutting - nor- 
mal in western economies - . 
and South Korean banks are 
seriously over-staffed. Mr 
Morris of Coryo Interna- 
tional says the average com- 
mercial bank has 8.000 
employees but could manage 
on a third. 

T his win rrmfcp one other 
possible solution, allowing 
foreign banks to take over 
Korean institutions and 
injecting new capital, 
harder. Foreign banks might 
be interested in acquiring a 
Korean bank once balance 
sheets have been repaired, 
and the IMF is expected to 
urge Korea to open this mar- 
ket, but few foreigners are 
likely to want to take on the 
restructuring. 

South Korea still has 
highly protective labour 
laws and workers are hard 
to dismiss, in the end. the 
market may force the gov- 
ernment’s hand, as in -the 
case erf Yamaichi Securities. 
But the IMF may have a 
hard task persuading the 
government, which has said 
it is seeking “only $20bn" 
and hopes for a lenient pack- 
age as a result 

Peter Montagnon 
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■ MALAYSIAN COMPANY 

Anwar defends Renong deal 

Anwar Ibrahim, Malaysia's deputy prine minister, yester- 
day defended the controversial purchas- last week or a j 
con trolling stake in Renong, a politicals well-connected 
infrastructure company, by its subsldiar , UEM- The deal. 

which was seen as a bail-out for Renongsent stock prices j 

into a tafispin. . , . . 

Mr Anwar told parliament such transa cions should be 
viewed positively. He indicated that in futre companies 
would be given more leeway to complete sich deals, 
which he claimed were commonplace in co tn tries such as 
the UK, South Korea, the US and Australia. 

Minority shareholders were furious over te acquisi- 
tion, which they regarded as the pillaging ofr profitable 
subsidiary to support an ailing parent with plitlcal con- 
nections. UEM bought a 32.6 per cent stake URenong. 
which is indirectly controlled by Malaysia's rting hierar- 
chy, for M$134bn ($685m)- James Kynge. KuCa Lumpur 

■ EXECUTIVES REMOVED 

Thai h ank cracks the whp 

Thailand's central bank has exercised its newly epanded 
powers for the first time and taken over Mahatun 
Finance, a small finanrp company, after accusing s three 
top executives of fraud and mismanagement. 

The Bank of Thailand was given wide authority ftrlier 
month to remove management Immediately if &s- 
pected of wrongdoing or who refuse to heed central ink 
directives. Previously the bank had to wait 45 days ad 
get shareholder approval to make any move, which lq to 
a disastrous policy of propping up struggling company 
that were eventually forced to shut down. 

The central bank said top executives of Mahatun. wi\ 
assets of approximately BtSOOm ($22.7m), were suspecte 
of falsifying promissory notes. Ted Bardacke, Bought • 

■ ROUBLE DEBT 

Russia and Vietnam disagree 

Russia and Vietnam yesterday signed a pact to boost 
trade and discussed sales of Su-27 fighter jets to Hanoi but 
made no progress on talks to reschedule debts owed by 
Vietnam to its former benefactor in Moscow. 

Victor Chernomyrdin, Russian prime minister, said he 
had raised the issue of the lO.Sbn transferable rouble debt 
with his Vietnamese counterpart Phan Van Khai but no 
immediate resolution was expected. The two sides dis- 
agree over an appropriate dollar exchange rate for the 
debt, incurred mostly when Vietnam was a Soviet satel- 
lite stale. Jeremy Grant Hanoi 


Credit markets 
stay calm after 
Yamaichi closes 


A striking shift in opinion has occurred as finance ministry is instructed to develop proposals 

Japan scrambles to back public money solution 


By George Graham, 

Banking Editor 

Credit markets responded 
calmly yesterday to the 
announcement that Yam- 
aichi Securities. Japan’s 
fourth largest brokerage, 
would cease trading. Most 
banks and brokers said they 
lind already lowered their 
exposure to the broker 
months or even years ago. 
and were adopting a cau- 
tious approach to other Jap- 
anese financial institutions. 

“We are supping with a 
long spoon," said one senior 
London banker. 

But confirmation of Yam- 
aichi a S collapse has caused 
no panic in the interbank 
markets. “Panic would sug- 
gest people had not seen this 
coming, and that Is not the 
case. It has not caused us to 
reduce any of our credit lim- 
its or amend any of our risk 
ratings." said one London 
credit expert yesterday. 

Bankers were encouraged 
by the clear statement from 
the Japanese finance minis- 
try that it would take "any 
appropriate measure to 
secure the return of clients’ 
assets and to ensure the 
orderly settlement of exist- 
ing transactions and posi- 
tions". 

“There has been no sign of 
unseemly haste or panic in 
the settlements systems,” 
said one London banker. 

Most other Japanese banks 
have already taken steps to 
reduce their dependence on 
short-term funding, so there 
should be no rush to secure 
deposits in the interbank 
market. 

Any damage to other Japa- 
nese financial Institutions, 
however, is more likely to be 
seen over the long term. 
London bankers said they 
would be perfectly happy to 
keep on trading forward rate 


agreements and short-dated 
Interest rate swaps with Jap- 
anese counterparties, but 
would be more reluctant to 
enter Into seven or 10-year 
swap agreements. 

Robin Monro-Davies of 
IBCA, the bank credit rating 
agency, cautioned that in 
the Latin American debt cri- 
sis in the 1980s. many of the 
specialised Latin American 
banks had survived the first 
shocks, but then steadily 
lost ground. 

"What you often get is 
that these things become 
cumulative. Everyone sits 
back and says they have 
weathered the crisis, and 
then discovers over a period 
not of two weeks but of two 
years that they have been 
cut out of the market” he 
said. 

At Yamaicbi’s London 
offices, meanwhile, staff 
were told that they would all 
lose their jobs over the next 
six months to a year. No 
new business was being 
undertaken yesterday, but 
payment obligations were 
being met 

The Bank of England 
asked the London Stock 
Exchange to publish state- 
ments by the Japanese 
finance ministry and Bank 
of Japan on Us regulatory 
news service, in a bid to 
reassure Yamaichi's counter- 
parties that the Japanese 
authorities’ reassurances 
about an orderly unwinding | 
of the broker's positions also 
covered overseas markets. 

The business of Yamaichi 
International fEurope), the 
London securities affiliate, 
was closely tied to its Japa- 
nese parent, so no sale was 
thought possible. YIE said 
its parent had “undertaken 
to advance sufficient funds 
to enable YIE to meet all its 
liabilities as and when they 
fall due." 


By Gillian Tett In Tokyo 

After months of denying 
public money would ever be 
used to solve Japan's huge 
financial problems, Japanese 
politicians, bankers and 
even bureaucrats are now 
scrambling to endorse the 
idea. 

Hiroshi Mitsuzuka, finance 
minister, yesterday declared 
he had instructed bis minis- 
try to develop proposals. 
Bank of Japan officials indi- 
cated they backed the 
scheme. Politicians in the 
ruling Liberal Democratic 
party said they would call 
for concrete measures early 
next month. All the opposi- 
tion parties said they backed 
the idea, except Japan's 
Communists. 

This is a striking shift, 
given recent history. When 
Japan ran into financial 
scandal back in 1995, with 
the collapse of the jusen - 
housing loan corporations - 
the government used money 
from its budget to solve the 
problem. But this sparked 
widespread protest 

Since then, officials and 
politicians have refused to 
become associated with the 
concept again, particularly 
given the parlous state of 


Japan's government deficit 
Even last week, the idea was 
still deemed so sensitive that 
Ryu taro Hashimoto, Japan's 
prime minister, felt he had 
to distance himself from 
“chance" remarks he made 
apparently supporting it 

But this weekend's change 
reflects a mixture of factors. 
One is simply the scale of 
the shock that Yamaichi's 
failure is thought to have 
delivered to Japan's elector- 
ate - and the concern about 
its likely impact on the econ- 
omy. 

Another is a growing rec- 
ognition that the existing 
pools of money available to 
deal with failures may not 
be enough to cope if the 
problems spread. The 
Deposit Insurance Corpora- 
tion (.D1C), an industry 
scheme designed to protect 
bank deposits, has already 
spent about half of the 
Y2.500bn ($19.8bn) it is due 
to collect between 1997 and 
2001. 

The Compensation Fund 
f or Deposited Securities 
(CFDS), which protects bro- 
kerage deposits, has only 
Y34bn in its coffers. 

But a third factor is the 
growing sense of interna- 
tional concern: as Mr Hashi- 



Hiroshi Mitsuzuka speaking to journalists yesterday rmh 


moto joins a meeting today 
of the Asia Pacific Economic 
Co-operation (Apec) forum, 
he knows he needs to show 
his country is tackling the 
problem. The US has indi- 
cated it favours the use of 
some public funds. 

. Officials have been struck 
by the reaction to use of qua- 
si-government money to 
cope with collapse of Hok- 


kaido Takuskohu. a big 
bank, last week. The Bank of 
Japan offered large unse- 
cured loans to cover the 
bank's deposits, and trig- 
gered no protest 
This left observers sus- 
pecting that this could be 
done again. This may effec- 
tively be what happens in 
Yamaichi's case: the bank 
yesterday also offered unse- 


cured loans to help smooth 
“funding" problems. 

But providing funds in 
this way could potentially 
create a moral hazard for the 
bank, whose total assets are 
slightly over Y50,000bn. So 
officials argue a better 
scheme is needed to show 
depositors will be protected 

- and prevent Yamaichi’s 
collapse from leading to pan- 
ic-stricken withdrawals from 
other banks and brokers. 

One option is strengthen- 
ing the existing D1C and 
CSDF schemes. The Finance 
Ministry yesterday said It 
wanted to persuade parlia- 
ment early next year to 
expand CSDF assets: some 
officials think this should be 
done by quasi-tax breaks to 
brokers. Another idea float- 
ing around is that the DIC 
should issue public bonds to 
raise more money. 

But another, proposal is to 
“invest” funds into the bank- 
ing system V from the 
so-called Trust Fund Bureau 

- a government body which 
invests the money collected 
through Japan's giant state- 
owned postal savings sys- 
tem. Doing this would have 
the merit that it would not 
directly appear to dome from 
the government’s budget 


On top of this, there are 
another set of proposals 
floating around: namely 
using public money to 1 book 
the capital base of banks. A 
government body, such as 
the Tr^st Fund Bureau, 
could purchase preferential 
shares ip weak banks.: to 
enable them to write off 
their bad debts and losses: 

Which, jif any, of the^e 
schemes might be adopted 
remains uncertain: officials 
yesterday, stressed they had 
only recently started to mull 


only recerr 
the issue. 

But one filing is already 
cfaar: the Set that the dis- 
cussion ha* erupted at all 
has ancounged some west- 
ern investor For, many of 
■ these have bug argued that 
Japan s six -war-old financial 
woes could Any be resolved 
by radical action, and a new 
se ^f puripGe among the 


Japan s. six -war-old financ ial 
woes could Ally be resolved 
by radical action, and a new 
sfiose of purMee among the 
politicians. | 

« the authori- 

ties will hare no choice. 
They must eiW pay We 
now or a loti mow later ’’ 
argues JameslMcGinnis of 
Dresdner KleW)rt Benson. 

Property handW the Yam- 
aichi shock cobld prove a 
major turning W in. the 
tpnsfonnationW Japan’s 
financial system.*, 


Fire sale of US Treasury bonds seen as unlik^y 


By Edward Luce In London 
and Gillian Tett in Tokyo 

Speculation that Japanese banks 
are on tbe verge of liquidating 
their investments hi US Treasury 
bonds to shore up failing domestic 
balance sheets intensified yester- 
day. But international economists 
said a mass repatriation of the 
holdings was unlikely in the near 
future. 

“We are not talking about a Are 
sale of US Treasury bonds by Japa- 
nese banks," said Sanjay Jos hi, 
chief economist at Daiwa Europe 
In London. “What we might see is 
a rise in liquidation but for 


profit-taking reasons, not panic 
selling.” 

The Japanese are comfortably 
the largest foreign investors in the 
US Treasury bond market with 
*32Qbn in holdings - about 5 per 
cent of the market Worries that 
Japanese banks could repatriate 
some of this capital to make up for 
losses on the plummeting Nikkei 
stock index have risen in the past 
few days. 

But analysts said US Treasury 
bonds would probably be last on 
the banks' hit list 

US Treasury bonds have a “zero 
risk weighting” under Bank of 
Japan regulations, which means 


banks are not required to set aside 
risk capital to cover the possibility 
of default 

In contrast banks' holdings of 
international corporate bonds 
other types of bonds have a 20-100 
per cent risk weighting under cap- 
ital adequacy ratios. 

“It is far more likely we'll see 
the Japanese selling their overseas 
equity and corporate bond hold- 
ings first” said one trader in Lon- 
don yesterday. 

Nevertheless, Japanese banks 
could be tempted to realise some 
profits (HI their US Treasury bond 
holdings this year. Tbe yield on 
tbe 30-year US Treasury bond has 


fallen from more than 7 per cent 
in April to almost 6 per cent this 
week, seeing the- price of tbe bond 
rising by a commensurate amount 
Similarly, the, appreciation of the 
dollar against the yen front around 
Y115 to the dollar at the start of 
the year to Y127 in the last few 
days has produced strong foreign 
exc h a ng e gains for holders of US 
bands. 

However, fears persist about the 
health of Japanese banks in the 
wake of the recent banking and 
brokerage house failures-. - 

The main concern, is. that the 
ongoing turmoil could leave even 
healthy institutions faring a ftnan- 


dal squeeze that coold toce them 
to repatriate assets. \ 

eventi for iamhle. 
have forced up pie steal led 
Japan memium” ^ or tlW met 
ttat taate need to {py hflitj 
or other currencies; to Jbtain 
in the taterfank 

ThbLm turn, makes itSard fE the 
institutions to raise Ck! 
leave them ' scrambling to Ed 
other sources of reveme. \ ° 

for the moment riSLfrtK 
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Group to 

bolster 

global 

anti-trust 

links 


By Nicholas Timmins and • 
Patti Waldmetr 
in Washington 

A high-powered advisory 
committee which wfU rec- 
ommend 'ways to. enhance 
international co-operation 
among competition enforce- 
ment authorities" was 
announced yesterday by 
Janet Reno, US attorney- 
general, and Joel Klein, 
assistant attorney -for anti- 
trust measures. • * 

Co-chaired by - James wii, 
who was Mr Klein's prede- 
cessor in the Bosh adminis- 
tration, and by Paula Stern, 
former head of the US Inter- 
national Trade Cknmnissian, 
the dozen -strong body of 
business, consumer, labour, 
legal,' economic and aca- 
demic interests _is expected 
to produce at least one 
white paper during tile nest 
two years. . 

Mr Klein said that inter- 
national involvement in the 
Justice Department’s anti- 
trust division had risen 
sharply as the - economy 
globalised. 

He made clear that inter- 
national co-operation had to 
grow on all levels, but that 
while the World Trade 
Organisation had an impor- 
tant educational role to 
play, “we are less persnaded 
that the time is ripe for the 
negotiation of global -anti- 
trust rules”. 

Many ^countries with dif- 
ferent procedures were 
involved and agreement on 
a global competition code 
“is unlikely in the near 
future to be a solution to the 
problem”. He told the Finan- 
cial Times that it was “far 
too soon” for the committee 
to become involved In dis- 
pute resolution. . 

- Co-operation with other 
countries and trading blocks 
was growing; he said. In “90 
per cent” of cases *4here is a 
fair degree of harmony” 
where the US has worked 
with tiie European Commis- 
sion’s competition watch- 
dog- ’ 


Flexible labour, light refflilation and low taxes are the secret, says OECD 


US tops 



’ league 


By Wolfgang MOndhau, 
Economics Correspondent 

The US economy is most 
entrepreneurial in the world, 
the Organisation for Eco- 
nomic Co-operation and 
Development said yesterday. 

The Paris-based organisa- 
tion argues in a report that 
the strong entrepreneurial 
activity results from an 
interaction of various ele- 
ments - flexible labour mar- 
kets, availability of venture 
capital, light regulation, low 
ta yefl, “cultural” fac to rs. 

Use OECD dismisses the 
commonly-held notion that 
tiie number of small compa- 
nies inHiwiteg an entrepre- 
neurial culture. What mat- 
ters is the number of 
companies that start small 
and grow quickly. “Fast 
growing firms can be found 
across a wide range of activi- 
ties . . . and their success 
often comes from .innovative 
approaches to marketing, 
organisation or distribu- 
tion." The OECD notes only 


Backing ingenuity 

venture capftal ($bn, 1906)'. 
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a third or these companies 
are high-technology. 

The US economy also gen- 
erates strong turnover in 
companies. About 900,000 are 
created each year, 16.4 per 
cent of the total number of 
businesses in the US, while 
800000 go out of business. 

“Almost a quarter of 
households are either 




starting a business, own a 
business or are Informally 
investing in someone else's 
business. There also appears 
to be no stigma attached to 
failure,” the OECD says. 

Among the reasons cited 
fbr the entrepreneurial cul- 
ture are: 

• Ease of company creation 
and closure. Registration is 


simple and cheap, while 
bankruptcy Ians are geared 
towards the entrepreneur. 
The OECD notes that other 
countries place much stron- 
ger emphasis cm protection 
of creditors. 

• US entrepreneurs have 
better access to equity and 
debt thmiigh venture capi- 
tal. The amramt of profes- 
sionally managed private 
equity capital outstanding is 
over glOOhn, of which 30 per 
cent is venture capit&L 

About 37 per cent of the 
new venture investments 
goes - into start-ups. com- 
pared with 12 per cent in 
Europe. 

One of the reasons for the 
strength of the venture capi- 
tal industry is the relatively 
hght regulation of pension 
funds, which have become 
the largest source of venture 
capital funding. 

US venture capitalists also 
find it easier to profit from 
their investments through 
initial public offerings, 
which in turn have been 


facilitated by the success of 
Nasdaq, the second-tier mar- 
ket, which is more lightly 
regulated than, the main 
market. 

• Patent protection is 
cheaper and easier, espe- 
cially for sw«»n <virrrpflni<v; 

• Taxes are relatively low. 
About 40 per cent of all US 
companies hare no taxable 
profit- However, tiie cost of 
compliance with tax laws is 
relatively hi gh 

• Flexible labour markets. 
US labour coztracts are less 
formally regulated, and 
wage bargaining is relatively 
decentralised. The dyna- 
mism of the US labour mar- 
ket is further enhanced by 
immigrant workers. 

The OECD concludes: “A 
remarkable feature of entre- 
preneurship in the US is that 
constituents of the institu- 
tional set-ups are themselves 
also entrepreneurial. Ven- 
ture capitalists are highly 
entrepreneurial, and the 
Nasdaq is a result of an 
entrepreneurial endeavour." 


Death of Mas Canosa likely 
to hit Cuban exile group 


By Hemy Hamman in Miami 

The death over the weekend 
of Jorge Mas Canosa, chair- 
man of fhp Cuban-American 
National Foundation, 
appears likely to lower the 
prominence of the organisa- 
tion that has provided the 
most vociferous Cuban exile 
opposition to Fidel Castro's 
Cuba. 

But according to political 
analysts, it is unlikely to 
have any short-term impact 
on one of his most controver- 
sial legacies: the Hehns-Bur- 
ton Act The 1996 legislation, 
which has been sharply ertt- 
-icised by the European 
Union and Canada, threat- 
ens sanctions ' on' non-US 
companies that do business 
in -Cuba using confiscated 
assets belonging to US com- 
panies or Cuban exiles. 

MX* Masr Canosa, -58. who 


died in Miami on Sunday, 
had been unwell for several 
months. Since arriving in 
the US in 1960 after Mr Cas- 
tro seized power in Cuba, be 
was an implacable foe of the 
Cuban government He mod- 
elled the foundation on the 
domestic lobby fbr Israel. 

He was courted by sena- 
tors and presidents, both 
because of the foundation's 
ability to direct funds to can- 
didates it favoured and 
because of his perceived abil- 
ity to sway the votes of 
south Florida’s strong 
Cuban-American commu- 
nity. Polls among Cuban- 
Americans showed him to be 
the single most popular 
spokesman In the 'exile com- 
munity. 

In the short term, Mr Mas 
Canosa’s death is viewed as 
having little effect on US 
policy toward Cuba. Over 


the longer term, however, 
his demise may bring more 
open debate among Cuban 
Americans about how to 
deal with the Castro regime. 

Jaime Suchlicki, Cuba 
expert and professor at the 
School of International 
Studies, University of Miami, 
said: “While the Cuban- 
American National Founda- 
tion will not have the same 
public profile after Mas Can- 
osa’s death, the remaining 
leaders of the foundation are 
committed, and the founda- 
tion will remain a strong 
voice far a hard line posi- 
tion. 

“In the short run. Mas 
Canosa’s death will bring a 
rally among Cuban- 
Aznericans for an even stran- 
ger position on the 
embargo” he said. 

Wayne Smith, a former 
chief of the US Cuban Inter- 


ests Section in Havana and 
now a senior fellow at the 
Coiter for International Pol- 
icy in Washington, said 
there was already a trend 
among Cuban-American 
opinion towards softening 
the line toward Cuba. How- 
ever, changes in the Heims- 
Barton Act were unlikely 
because that depended on 
Congress. 

During the Reagan presi- 
dency. Mr Mas Canosa suc- 
cessfully lobbied far a feder- 
ally funded broadcasting 
operation, Radio Marti, that 
haams programmes to Cuba. 

He was often embroiled in 
controversy. He carried on a 
long feud with Miami’s only 
daily newspaper. The Miami 
Herald, which he accused of 
being soft on the Castro 
regime. 

Mr Mas Canosa’s foes, 
•including Mr Castro, accused 



Mas Canosa: courted by 
senators and presidents 

him of attempting to use his 
dominant position in the 
Cuban exDe community as a 
stepping stone far a return 
to Cuba as president, a 
charge he denied. 

Even as he bunt his politi- 
cal strength, Mr mw Canosa 
also made himself one of the 
wealthiest members of the 
Cuban-American commu- 
nity. He arrived in the U5 
nearly penniless, hut died a 
zxmlti-millionaire. 


NEWS DIGEST 

Brussels drops 
Microsoft case 

The European Commission yesterday dropped one of 
several outstanding competition cases against Microsoft 
after the US software company altered the terms of a 
contract it hod with Santa Cruz Operation (SCO), a 
smaller US software company in which Microsoft holds a 
minority stake. 

Preempting further action by Brussels. Microsoft, said it 
would release SCO from the terms of a 1987 contract that 
required it to include Microsoft technology ha its versions 
of the Unix operating system ami pay royalties. 

SCO had complained to the Commission and the US 
Justice Department earlier this year, saying the terms of 
the agreement were anti-competitive. The Co mmissi on 
agreed that the provisions restricted SCO's ability to 
compete with Microsoft, particularly in the field of 
operating systems for workstations a nd servers. 

Microsoft's waiver means SCO can now design its 
products as it wishes without the obligation to use 
Microsoft intellectual pr o per ty . This will have little 
financial impact on Microsoft - royalties paid by SCO 
were about Mm a year. However, the case demonstrates 
the ability of US companies to use Europe's regulatory 
system to put pressure on Microsoft, which already faces 
anti-trust charges in the US. 

Emma Tucker. Brussels and Louise Kehoe, San Francisco 

■ VENEZUELAN OIL 


PDVSA settles wage dispute 

Petroleos de Venezuela, the state oil company, ■•mrf 
unionised oil workers reached agreement at the weekend 
on the terms of a new two-year collective contract, a 
PDVSA official said yesterday. 

The current collective contract expires tomorrow, and 
the Federation of Oil Workers had threatened an 
indefinite strike if an agreement was not reached. The 
union held a 12-bour work stoppage this month in an 
attempt to apply pressure on PDVSA. 

The official said the two-year contract contained a 123 
per cent pay increase. More than 34,000 workers are 
affected. AP-DJ. Caracas 

■ SHARE FRAUD 

SEC wins conviction 

Securities and Exchange Commission authorities have 
won a conviction in a crackdown on share fraud against 
European Investors. Alan Benlolo, a Canadian 
businessman living in Florida, has pleaded guilty to two 
counts of wire fraud and conspiracy in a federal court in 
Pennsylvania. He faces up to 10 years' imprisonment for 
his role in two separate fraud cases. 

Eleven brokerages in seven European countries have 
been identified as participants in the scheme. Postal 
inspectors investigating a scheme promoting indium, a 
metal used in soldering compounds, as a “strategic" 
investment, discovered lists of European telephone 
numbers when they arrested Mr Benlolo in February. 
They were traced to European private investors who held 
shares in four small companies traded an the Nasdaq 
Bulletin Board. 

Offering to buy these illiquid shares, Mr Benlolo and 
two associates took $L2m in advance fees, but no 
transactions took plac e . Darnell Roberts Tien. Stockholm 
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Mandela’s 
ex-wife 
hears claims 


m s.. 


By Mark Ashurst 
in Johannesburg 

Winnie Madikizela-Mandela, 

the former wife of the South 

African president, yesterday 
listened impassively to 
claims that she master- 
minded a string of murders, 
torture and beatings carried 
out by her bodyguards dur- 
ing the 1980s. 

The allegations - many of 
which have been well publi- 
cised since Mrs Mandela was 
convicted of kidnapping In 
1991 - were made during the 
first day of public hearings 
into her activities by the 
Truth and Reconciliation 
Commission. 

The hearings, aimed at 
uncovering gross human 
rights abases committed 
during the apartheid era, 
have become inseparable 
from Mrs Mandela's bid for 
the deputy-presidency of the 


ruling African National Con- 
gress at party elections next 
month. She has been nomi- 
nated to succeed Thabo 
Mbeki, the current deputy, 
when Nelson Mandela steps 
down as party president. 
Although Mrs Mandela is an 
outside contender, the hear- 
ings could have a decisive 
effect on her political career. 

She will be among the last 
to give evidence. Before 
then, the commission will 
hear for the first time from 
senior ANC figures. 

The most important Is 
Albertina Sisulu. who 
emerged with Mrs Mandela 
as a leading anti-apartheid 
fighter while her husband, 
Walter Sisulu, was impris- 
oned with Nelson Mandela 
on Robben Island. She is 
expected to be critical of Mrs 
Mandela's role in the vio- 
lence which swept the town- 
ships during the last years of 



NEWS DIGEST 


Supporters of Winnie Manlklzel a-Mande la (inset) protest in Johannesburg yesterday 


apartheid. The commission 
will also hear from Katlza 
Cebekhulu. who in 1991 was 
co-accused with Mrs Mand- 
ela of kidnapping Stompei 
Seipei. a teenage activist 
who died at the hands of her 
bodyguards, the Mandela 
United Football Club. 

The commission, which is 
chaired by Archbishop Des- 
mond Tutu, can grant 
amnesty from prosecution to 
perpetrators of gross human 


rights violations but no 
powers to convict. ; 

However, Mrs Mandela ihas 
consistently denied jthe 
charges and - like former 
president P.W. Botha, who 
haa denounced the commis- 
sion - she has not applied 
for amnesty. She could 
therefore be liable for prose- 
cution if evidence presented 
this week is admitted by a 
court of law - a situation 
which would appear bizarre 


to many blacks, at least 
while the architects of apart- 
heid oppression remain free. 

Relations between Mrs 
Mandela and the ANCTs lead- 
ership have been troubled 
since she was fired from her 
government post as a deputy 
minister in 1995. Last week 
Steve Tshwete, minister of 
sport, described her as “a 
wayward charlatan” and “an 
armchair populist". 

Editorial Comment, Page 17 


Egyptian sell-offs fail to keep pace 


P romoters of Egypt’s 
economic potential are 
beginning to complain 
that the pace of the coun- 
try's privatisation pro- 
gramme is not in keeping 
with their idea of a tiger on 
the Nile. 

In spite of the fanfare with 
which it has been done, the 
sell-off of the stale sector’s 
moderate to small companies 
since May 1996 has been 
moderate and small. 

Reformers in the govern- 
ment have been trying to 
streamline capital market 
institutions to create confi- 
dence and attract investors. 
But the government’s com- 
mitment to a withdrawal 
from the public sector 
appears to most economists 
to have some way to go 
before it can be viewed as 
unequivocaL 

The Cabinet Privatisation 
Committee recently 
increased the number of 
companies earmarked for 
sale before the end of this 
year by 30 to 106. A further 
50 have been scheduled for 
offerings during 1998. 

Such timetables have a 
poor record of being kept, 
however. On June 1JU Atef 
Obeid, minister for public 
enterprise, who Is responsi- 
ble for the privatisation pro- 
gramme, said 88 companies 
would be sold by the end of 
that month, and 108 by the 
end of this year. 

The first target was never 
reached. The year -end target 


is two below that of four of shares were sold, the state mg, whii 
months ago and will require retains an average 70 per as far as 
the sale of 28 companies in cent of shares. Of 10 compa- is conce 
the coming seven weeks. nies in which less than 40 Heikal o 
This is unlikely, because per cent of shares were sold, house E 
the government has only the state retains an average manager 
managed two sales since 59 per cent. tised cor 

August, both of minority Of the 29 companies in changed 
stakes. There have been just which a majority of shares So peop 
nine majority privatisations were sold, an average of 36 because 
through the stock market per cent remain in state parties' 
this year. hands. In some companies have any 

While priva- 

State sales since May 1996 have 
Cairo 1 b s} n n ck moderate and small 

Exchange, the 

government's failure to this increases to 90-100 per nies repo 
abide by its own timetables cent even after privatisation, beyond 1 
and realistically price and Meanwhile, in 16 of these Now it’s 
sell off the public sector in companies the chairman has and I find 
the past 18 months has can- been retained beyond priva- which cc 
trlbuted to radical swings in tisation, despite past records mend to : 
share prices. of debt and inefficiency in 

Reformers argue there is a many state enterprises. Two ~T* * iki 
need for further prlvatisa- companies refused to say | jec 
tion to maintain market whether their chairmen had * J sal 
activity. But an examination been replaced, regarding it less geai 
of - the sell-off programme as “confidential”. 11 siting ; 

appears to show that the The preference for minor- economy 
government does not have as ity sales or the maintenance that the i 
much faith In the private of large state holdings has far eame 
sector as the reformers increasingly infuriated Cairo from the 
hoped. bu s inessmen. ration. is 

The state has now sold “The people running the tion to si 
shares in 79 companies. Offi- privatisation don't know public se< 
dais refer to this process as what they are doing,” said In 1993. 
“privatisation". But of the 29 one Cairo investment state-own 
of these companies in which banker. “So they take the loss-makt 
more than 50 per cent of easier option of not selling, uring, tl 
shares were sold, the state or selling minorities.” The reduced t 
remains the largest single failure to install new man- debt to lz 
shareholder In 23. agements is regarded as an banks is 

Of eight companies, in * important failure, 
which less than 50 per cent “Things are getting bor- 


ing, which is a catastrophe 
as far as tv»p stock exchange 
is concerned,” said Hassan 
Heikal of the Cairo finance 
house EFG-Hermes. “The 
management of the priva- 
tised com pani es Has barely 
changed since privatisation. 
So people are despondent 
because most of these com- 
panies' management don't 
have any vision. ! 

“It’s boring, 

- i because earn- 

l ilaVC ings growth is 

low. Excite- 
__________ _ ment starts 

when compa- 
nies report earnings growth 
beyond 20 per cent a year! 
Now it's nine or 10 per cent* 
and I find it difficult to know 
which companies to recom- 
mend to investors." 

L ike many such pro-’ 
jects, Egypt’s privati- 
sation programme is 
less geared towards estab- 
lishing a free enterprise 
economy than recognition 
that the state, which has so 
far earned E£5-2bn ($i_5bn) 
from the proceeds of privati- 
sation. is no longer in a posi- 
tion to sustain the debts of 
public sector companies. 

In 1993. 108 of the total 314 
state-owned companies were 
loss-makers. With restruct- 
uring, this has now been 
reduced to 83. Public sector 
debt to largely public sector 
banks is a key legacy of 
Egypt’s years of state con- 
trol. In 1993 the indebtedness 


of the 314 companies 
amounted to E£60.7bn 
($i7.6bn). or 12 per cent of 
gross domestic product 

Company accounts for the 
79 in which shares have 
been sold show them to have 
E£l.99tm of long-term debt 
The exact scale of debt has 
only come to light with their 
flotation on the stock 
exchange and their inclu- 
sion. for the first time in 32 
years of obfuscation,, in a 
new stock exchange year- 
book. Some E£2.5bn has 
been allocated to settle the 
debts of a further 83 public 
companies earmarked for 
privatisation. 

Of the companies which 
have been sold, the largest 
proportion of long-term debt 
lies with those companies in 
which the least htre changed 
since the privatisation pro- 
gramme was launched. Pres- 
sure is growing for the mar- 
ket rather than the 
government to dictate the! 
price of state assets. 

Meanwhile, the public sec- 
tor old guard has continued 
to voice worries that if these 
assets are sold cheaply, the 
state will be accused of 
short-changing the public. 
No organised political oppo- 
sition is making such accu- 
sations, however, and the 
claims appear increasingly 
to be the undoubtedly influ- 
ential voices of resistance to 
reform. 

Mark Hobaud 


pressed 
on site 
access 

By Laura SHberin New York; 

The US yesterday demanded 
unfettered access for Urtited" 
Nations weapons inspectors; 
In Iraq, after Baghdad 
declared same sites aff-Um- - 
its. Earlier, an American- 
manned U-2 spy aircraft; 
used by the UN flew over 
Iraq safely. 

Bill Richardson, US - 
ambassador to the UN, said ; 
Iraq was violating UN reso- i 
lotions by banning UN 
inspections of "over 60 sites, 
including 43 presidential 


“Iraq once again is stone- 
walling,” he said, -wdiWTig, 
“what are they hiding? We 
tii fak there should be foil 
access to these sites.” 

Iraq last night announced 
that UN inspectors had com- 
pleted a third day of unim- 
peded weapons searches, but 
it was., uncertain whether 
they had tried to search any 
sites declared by Iraqi offi- 
cials as off limits. 

It rejected US charges that 
Baghdad is blocking access 
to 63 sites, including presi- 
dential palaces, saying only 
three sites had been placed 
out of bounds. 

The UN Security Council 
was last night considering a 
report by Richard Butler, 
the Australian «h»tnwain of 
the UN disarmament com- 
mission (Unseam) and 16 
weapons experts, who in an 
emergency weekend meeting 
rejected Russian moves to 
dose the nuclear and mis- 
sile files. Their report rec- 
ommended that Unscom 
broaden its national compo- 
sition which would dilute 
American influence in the 
mmmindnn. 

Iraq provoked a 23-day 
stand-off oyer weapons 
inspections when on October 
29 it barred Americans from 
the UN inspection teams j 
accusing them of espionage. ; 

Sanctions, -including', an 
embargo on oil exports, 
were imposed when Iraq 
Invaded Kuwait in August, 
1990. The US insists sanc- 
tions remain in force until 
the UN certifies Iraq has. 
complied with UN demands : 
to dismantle its weapons of 
mass destruction and their 
production facilities- . 

The. US and Britain are. 
said to favour allowing Iraq ’ 
to sell more oil for food and--, 
medicine under the UN “ofl- . 
for-food” programme. 

Mr Benon Sevan, UN 
envoy, returning yesterday 
to New York after a ten-day / 
trip to Iraq, said (he UN : 
needed to do more through' 
the “oil -for-food” pro-V 
gramme, to allertate the 1 ; 
h umanit arian situation. 


OECD unveils 
‘green’ ideas 

iFroposals are expected today for the ofthe 

Organisation for Economic Co-operation ana 

commissioned by Donald Jotaanm 
tlSr«W> general of the Parked ObCD. 
suggest the following steps to help the 29 nation 
or ganisation shift towards development tnat is 
eriWitomnflniaBy sustainable. It should: .. t 

« Develop “a comp rehensive set of robust indicators 
SS prop^tbwards integrating environmental 

concerns Into social and economic P 01 ** 3 ®*- — H ctf 0 r 

• Place “as much emphasis” on unpronag efficienc 
resource use as it has “traditionally put on improving 
labour productivity”. 

• .Help governments coordinate policies so ^ to 

their transftion.to sustainable development. It say- this 
would hdp remove “obstacles” to . UD 

economic instruments such as green ta xes a nd dra P 

national budgets that better reflect environmental 
considerations. . . . . 

The report was drawn up by experts co-chaired bj 
Stephan Schmidheiny, a “green" billionaire, and 
Jonathan T-«*h r head of the World Resources Institute, a 
Washington fldnfcrank- Leyla Boulton, London 

■ MIDEAST PEACE TALKS 

Netanyahu to send envoys 

Benjamin Netanyahu, the Israeli prime minister, is today 
awirfinff fais foreign policy adviser and cabinet secretary to 
Egypt amifi growing speculation that Israel will offer the 
Palestinians a long overdue but limited troop pullback 

from the West Bank. ... 

Uzi Arad and Danny Naveh will hold talks in Cairo with 
Osama el-Baz, adviser to Egyptian President Hosni 
Mubarak. Mr Netanyahu last week spoke with Mr 
Mubarak over the stalemate in peace negotiations as well 
as the Luxor killing of 64 tourists by Islamist extremists. 

The are turned at “moving diplomacy forward . 
according to a statement from Mr Netanyahu's office. But 
Israel is unlikely to gate Egypt's support for a second 
Israeli troop withdrawal from the West Bank if it means 
only up to 8 per cent of territory would be handed back to ; 
the Palestinians In exchange for accelerated talks on a 
settlement Judy Dempsey. Jerusalem i 

■ SAUDI ARABIA 

Amnesty slams justice system 

Amnesty International has accused Saudi Arabia's justice 
system of hping “blatantly unfair" and facilitating the 
widespread use of torture, amputation and execution. 

“The gwnwM Tiwigri» ghn nid take concrete steps to improve 
the rights of individuals rather than spend its energy 
c oncealing its atrocities from public scrutiny,” the 
London-based human rights group said in a report 
published today. 

A spokesman for the Saudi embassy in London said he 
had not seen the report and had no comment on it. 

Amnesty said the system encouraged arbitrary arrest 
and detention of political suspects. It said secrecy 
surrounding detention and court proceedings had 
provided a fertile environment for gross human rights 
violations, with torture and deceit used frequently to 
obtain confessions from detainees. Reuters, London 

■ IRANIAN DEMONSTRATIONS 

Fourth day of protests 

Traders in the Tehran bazaar closed shops yesterday on 
the fourth day of nationwide demonstrations against 
critics who have questioned the authority of Iran's 
supreme leader Ayatollah Ali Khamenei. 

State radio and television covered marches held in 
several cities condemning dissidents as “naive and misled 
j. elements serving a plot by world arrogance”. Thousands 
of traders gathered at the Imam Khomeini mosque in the 
I heart of the Tehran bazaar in support of Ayatollah 
i Khamenei, who succeeded Ayatollah Ruhollah Khomeini 
i. to the country's highest office when the founder of the 
. Islamic involution died in 1980. Reuters, Tehran 
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The pozoer to create value 




Not all growth is healthy. Short-term gains don't necessarily lead to 
long-term growth. At VESA, growth means nothing unlaw it leads to 
fitness, filming gains into strong returns creates real value: We tripled our share 
price over the last five years. 

VEBA. Yoil maynot know us iiow. but you will A $44 billion Ge 
company active in the fields of electricity, chemicals, oil, trading, transportation, 
services and telecommunications. We’re big. And, more importantly, we’re strong 

Our strength lies both in our diversity and our resolute focus on cre- 


ating sustainable shareholder value— an unbeatable combination. You might wan 
financial muscle of your own. With VEBA. 


to build 






WHY GET BIGGER IF YOU'RE NOT GETTING STRONGER? 


For more itf ormation, you can reach us at VEBA AG, Coiporate 
Communications, Bennigsenplatz 1, D-40474 Dusseldort Germany. Telephone- 
++49 ( 211 ) 45794)00, Ea* +M9 ( 211 ) 4579-532, Internet www.veba.com 
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Pbotofbint has potential to selectively 
target a range of abnormal tissues in 
the body , such as diseases like cancer 
or retinal abnormalities. 



In clinical studies, the PhoioFoim drug is 
injected and is subsequently retained by 
target cells . It remains inactive until 
exposed to a specific wavelength of non - 
thermal red light 



Light is directed at the target area. A 
small diode-based system generates the 
light and special devices deliver it within 
the boiiv or on its surface. 


Targeted cells arc destroyed b\ an micrac- 
A non tatu een the drug and the light, with 
V) mminwf known side effects. PhotoFoint, 

I I non . • in c'/inicaf trials, is being del doped 

j as an onrparr'enr procedure. 


lllllili tflilirilllllllitiiii IIIIHIIIi limn mu 

IMAGINE ‘INTELLIGENT” DRUGS THAT COULD 
TELL SICK CELLS LROM HEALTHY ONES, AND THEN 
SELECTIVELY DESTROY THE TARGETED ONES. 
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From earliest practitioners, 
medicine his sought not just, 

eflFectiveness but precision;! tn 
treat disease with minimal effect 
on healthy tissue. 

Th a doctor, the holy grail is 
selectivity that virtually gets 
down to the level of the cell. 
Today, there is an emerging 


procedure that gets tantalizingly 
dose to this dream. 

P •;^dhus ; is : tiife vision of PhotoPoinC 

a dramatic new medical procedure 

being developed by Miravant. It 

may give the medical practitioner 

a high degree of selectivity and 

control in a minimallv invasive 

/ 

procedure. 


PhotoPoint may have appli- 
cation for a wide range of con- 
ditions ranging from cancers to 
eye diseases, and is now being 
tested in preclinical and clinical 
studies in the U.S. and inter- 
nationally. 

Through our strategic alliances 
and corporate partners, we are 


karri more <aWw Pbotofbmi^anJ Miravant (Nasdaq: MRVT) at www.rrtir avant.com, or call usm 805 - 685 * 9880 . 
The company's products require regulatory approval, before marketing. 


building a leadership position 
for the marketing of PhotoPoint 
drugs, light-producing, and light 
delivery devices. 

And through Miravants 
experience in defining precise 
dosimetry we may bring a new 
level of precision to the treat- 
ment of disease. 


Miravant 
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Veterinary experts raise questions over Northern Ireland’s computer database for cattle 

Setback for hopes of lifting EU beef ban 


By Michael Smith n Brussels 

OK hopes for an early easing of a 
European Union ban on beef 
exports have run into difficulties 
following an inspection fay EU vet- 
erinary experts. 

Their conclusions are likely to 
irritate the British government, 
which is pressing for a lifting of 
the 20-month-old ban in Northern 
Ireland, where a computerised 
database system tracks cattle 
movements. 

The “certified herds" scheme, 
which could lead to some cattle 
being certified as free of BSE - 
“mad cow disease” - appeared to 
have strong backing in Brussels 


with Commission officials advising 
the UK on its operation. But sev- 
eral countries, including Germany, 
remain opposed to any easing of 
the ban. 

The veterinary experts raised 
doubts about the “complexity of 
controls” in the Northern Ireland 
scheme. The team found that the 
database is being fully applied only 
to cattle designated for export and 
not to those destined for the home 
market. 

It is also concerned about the 
continued existence in the UK of 
250,000 tonnes of meat and bone- 
meal, the remnants of potentially 
diseased cattle which have yet to 
be incinerated. Some 50,000 tonnes 


of the total are in Northern 
Ireland. The experts have also 
raised concerns about the number 
of veterinary inspections in abat- 
toirs. 

The Ulster Farmers’ Union, 
which represents Northern Ireland 
farmers, said It did not think the 
report posed an insurmountable 
problem or was a big setback to 
hopes of easing the ban on North- 
ern Irish beef. 

It understood the problem was 
over controls in abattoirs to segre- 
gate beef for export from meat 
from domestic consumption. 
Ronnie Martin, Northern Ireland’s 
chief state veterinarian, has gone 
to Brussels to find out what 


changes the finmTnws inn required. 

“It’s {false to suggest the comput- 
erised system is not being fully 
applied to the home trade.” the 
union sakL “Nor is there any ques- 
tion of meat and bonemeal enter- 
ing the system." 

The agriculture ministry in Lan- 
dau said yesterday it would make 
“any necessary modifications" to 
the cattle tracking system to meet 
the Commission’s approval How- 
ever, it said it could not under- 
stand why the existence of stock- 
piles of meat and bonemeal could 
affe ct a li fting of the export ban. 
“This stuff is under lock and key, 
waiting to be destroyed," an offi- 
cial said. 


Welsh dragon 
inflames 
English anger 


Manufacturers flock to south Wales 5 . 
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T he efforts of the 
Welsh Development 
Agency in support of 
the region’s economy has 
become too patriotic for 
some English tastes. 

Relationships are so sour 
that even the Red Dragon'on 
the Welsh flag over the agen- 
cy's headquarters in fiardiff 
is likely to be interpreted by 
critics in English economic 
development organisations 
as evidence that this is the 
dragon's lair - where unfair 
plots are hatched to poach 
lucrative inward investment 
prospects from other parts of 
the UK. 

Brian WUlott. the former 
head of the Export Credit 
Guarantee Department who 
became the Welsh agency’s 
chief executive this year, 
vigorously denies that the 
agency acts outside 
approved procedures. With a 
long career in government 
service - including spells in 
the Department of Trade and 
Industry and Treasury 
behind him - he under- 
stands procedures. He is 
worried that the increas- 
ingly rancorous squabbles of 
recent weeks, with some 
English economic develop- 
ment organisations alleg in g 
sharp practice by their Scot- 
tish and Welsh counterparts, 
will rebound on the UK as a 
whole. 


“Inward investment is a 
highly competitive interna- 
tional activity. Our neigh- 
bours in Ireland, the Nether- 
lands and elsewhere will be 
delighted to see various 
parts of the UK abusing each 
other in public, and will use 
it as an argument to per- 
suade investors to go some- 
where else," he says. 

Ministers are seeking a 
concordat which would set 
guidelines for total aid pack- 
ages and a mechanism for 
resolving interregional dis- 
putes. The onset of separate 
parliamentary assemblies for 
Scotland and Wales adds 
sensitivity to the govern- 
ment's efforts to solve the 
problem. There is also wide 
agreement in economic 
development organisations 
that minis ters must avoid 
ponderous, bureaucratic 
solutions that could disad- 
vantage the UK. 

Mr WUlott sees virtue-in 
simplicity. “Let Inward 
inve s tm ent deals be exposed 
to subsequent scrutiny, with 
any development agency 
found to have financed 
unfair aid packages required 
to recover money from the 
client company. No agency 
would risk ever having to do 
that.” 

A government paper set- 
ting out the powers of the 
nine development agencies 


1 Ford 

2 Sony 

3 Matsushita 

4 General Electric 
53M 

6 American Brands 

7 British Alcan 

8 Hoover 

9 TRW 

10 Northern Telecom 

11 Cafsonic 

12 Hitachi 


13 Solutia 

14 Alcoa 

15 Wamw Lambert 
18 Robert Bosch 

17 Yuasa Battery 

18 Dow Coming 

19 LG 

20 Halia 

21 Aiwa 

22 Wafer-Fab 

23 Bertrand Faure 
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‘Our neighbours 
will be delighted 
to see parts of 
the UK abusing 
each other,’ 
agency chief 
tells Alan Pike 

to be established in the 
English regions in 1999 will 
be published soon. The 
charged atmosphere as the 
English regions prepare to 
compete with Scotland and 
Wales on a more formal 
basis explains some of the 
recent squabbles. But as weD 
as being a competitor, the 
Welsh . agency is a model 
that , mfuiy 6C .the English 
agencies will seek to imitate. . 

With the loss of around 
100900 jobs in the coal, iron 


and steel industries between 
1971 and 1995, the Welsh 
agency placed particular 
emphasis an inward invest- 
ment as a means of retaining 
an industrial base in the 
local economy. Its activities 
are judged to have created or 
safeguarded 160,000 jobs 
through new and expanded 
inward investment projects 
since 1983. Its most recent 
success, the decision by the 
Korean LG group to invest 
£L7bn ($2Jttra) in new semi- 
conductor and TV monitor 
plants near Newport - the 
source of bitter criticism of 
the agency by north-east 
En gland, which also wanted 
the deal - is Europe’s big- 
gest single job-creating 
Inward investment project 
Although inward invest- 
ment successes attract most 
attention and controversy.- 
the new English RDAs — Eke 
their counterparts in Scot- 
land, Wales and Northern 


Ireland - win be much more 
than inward investment bod- 
ies. In spite of the Welsh 
agency’s emphasis on 
inward investment about 80 
per cent of business units In 
Wales still employ fewer 
than 100 people. Developing 
indigenous, relatively small 
businesses remains the agen- 
cy’s main route to employ- 
ment growth. 

“Inward investm ent gives 
US a basis far hel p in g smeTI , 

local companies to raise 
quality standards and pro- 
ductivity to levels where 
they can become suppliers to 
multinationals, but It does 
not dri ve all our activities." 
says Alan Morgan, the 
WDA’s director of bumness 
services. “And our critics 
should remember that. In 
spite of all our inward 
investment successes, Welsh 
GDP her head is still only 
around 83 per cent of the UK 
average.” 


Tax credits to lead welfare state revamp 


By Robert Peston, 

Political Ecfitor 

Gordon Brown, the chan- 
cellor of the exchequer, will 
today announce the first 
phase in the government’s 
promised overhaul of the 
welfare state with a proposal 
to pay tax credits to low-paid 
workers. 

Intended to create a new 
work ethic in the UK, it will 
feature in today's Green 
Budget or pre-budget state- 
ment by the chancellor, in 
which he will set out the 
framework for economic pol- 
icy over the lifetime of the 
pariiomsit. 

The word green is 


intended to indicate the pro- 
visional nature of the mea- 
sures, not necessarily that 
they are concerned with the 
environment 

The so-called earned 
income tax credit would be 


THE GREEN BUDGET 

paid to employees through 
the tax system and would 
therefore appear to be 
“earned” through work. 

This is in contrast to Fam- 
ily Credit currently paid to 
low-paid workers, which is 
administered by the social 
security system. 

“We want to break the 


psychology of state hand- 
outs," said a government 
member. 

Mr Brown’s 30-minute 
statement this afternoon to 
the House of Commons, 
accompanied by a document 
similar In size to the finan- 
cial statement published 
with the Budget will cover 
four nmin areas; 

• The outlook for borrow- 
ing and measures to promote 
fiscal stability. 

• Encouragement of eco- 
nomic growth. 

• Reform of the labour mar- 
ket 

• Creation of a fairer tax 
system, including a frame- 
work for taxation designed 


to preserve the environment 

This will be followed in 
coming days by a series of 
linked consultative docu- 
ments. The most important 
are expected to include new 
savings schemes to replace 
personal equity plans. 

Mr Brown wQl announce 
an overhand of the corporate 
taxation system to alleviate 
the cost to companies with 
high overseas earnings of 
the planned abolition of For- 
eign Income Dividends. 

The r wfrwm under consid- 
eration at the Treasury 
would involve scrapping 
advance corporation tax - 
payable on an dividends - 
and accelerating payment of 


a proportion of mainstream 
corporation tax. The chan- 
cellor will also outline 
changes to capital gains tax, 
although a government 
member said there would be 
little detail. 

One important respect in 
which the new income tax 
credit win be different from 
the US version - from which 
it was borrowed - is that it 
win be credited in employ- . 
ees’ pay pachpua rather than 
in a lump at the year en d . 

The proposal is the first 
fruit of weak by a task farce 
on tax and benefits set up by 
Mr Brown and chaired by 
Martin Taylor, chief execu- 
tive of Barclays Bank. 


But one EU official said the vets’ 
conclusions could put Ini plwnflnta - 
tion of the certified herds scheme 
back some months. The UK had 
hoped for impiexwmtatwB early in 
1998. 

The veterinary experts’ findings 
will fuel fears surrounding the dis- 
covery of illegal exports of beef 
from the UK in the summer.. The 
Commission believes some of the 
exports derived from Northern 
Ireland. 

The Illegal exports have 
strengthened the resolve of Ger- 
many to fight an oaring of the ban 
Countries which may join Ger- 
many Inrinrip Italy, Rglghttn and 
Austria. 


BBC ends 
court fight 
over fees 
from US 


By John Gap per, . 

Madia Ecfitor 

The BBC yesterday agreed 
to pay about £500,000 
($845,000) in fees to an inde- 
pendent television produc- 
tion company after abandon- 
ing a battle to retain all 
revenues from the Bcaising 
of a drama series to a US' 
cable network. 

The court settlement in 
London, under which the 
BBC’s c om mercial arm BBC 
Worldwide will pay a share, 
of revenue from the sale of 
the Dalzfel & Pascoe series 
to FortobeUo Pictures, has 
wwwe at a sensitive time for 
the unit. 

The BBC’s emphasis on 
exploiting the commercial 
value of its. programmes 
through overseas sales, and 
sale of secondary rights 
within the UK, has provoked 
criticism from its commer- 
cial rivals. The BBC is a 
public service broadcaster 
whose radio and mein tele- 
vision «*flnm»Tn are financ ed 
by a levy an UK am of 
television sets. 

The BBC yesterday agreed 
to pay the sum plus costs in 
spite of its earlier sugges- 
tion that money paid for 
Dalzfel & Pascoe by the 
A & E . . Network* - which 
reaches 70m US households, 
constituted a coproduction 
arrangement for the series. 

If the payment had been 
for coproduction, the BBC 
would a at have had to count 
it among licensing revenues, 
or pay a share to Fartobeflo. 
Portobello produced 12 90- 
minute episodes of the 
drama jointly with the BBC. 

Portobello sued the BBC 
in January this year for 
breach of contract and mis- 
representation. The corpora- 
tion conceded the, case on 
Friday night, before the 
start of the hearing, which 
was . scheduled in Hit* high 
court yesterday. 

Eric Ab raham, manag ing 
director of Portobello, 
claimed the BBC was given 
legal advice 17 months ago 
that it was liable to provide 
a share of the A&E pay- 
ment to' Portobello. 

The BBC said the settle- 
ment had been “lower than 
the original claim”. 


UK NEWS DIGEST 

Sale ahead for 
some state assets 

assets, including land and prepay- ' 

came as a list of every item owned b>the go\ 

was published yesterday. Alistair n 

to the Treasury (a finance minister), sud 

pave the way far the introduction in 2001 , nL< 

accounting, which will require government dep* 

toTccoSt for assets and the cost 

All government assets - including art trwsurcs- P 

ties and computers used in offices - are Us ted 

National Asset Register. But few valuations areprovnd 

far the assets, which are in the government s Doors ai 

£122tm ($206bn). , „ 

' Although Mr Darling empha^ed “fiMs lsnot ^ 

sales catalogue”, he said ministerial departments w 
encouraged to assess which of their assets 
saiy. 

■ EDUCATION FUNDING 

Curbs planned on top universities 

Minis ters are to stop Britain’s world-dass universities 
charging students “top up" fees by creating tough regula- 
tory powers in a bill this week. But university vice-chan- 
cellors said they would challenge the government, warn- 
ing that any crab on their right to set fees would be a 
"highly illiberal" infringement of their status as autono- 
mous institutions. In the bill, the government is 
the student mafatmanw- grant - which pairs for board 
and lodging - and give universities the right to charge 
undergraduate students ELQOO (Si.690) a year tuition fees. 
But the Committee of Vice-ChanceUars and Principals, 
which represents more than 100 universities and former 
polytechnics, said: “We don't see how they can legislate 
against ‘top-up’ fees, because universities already c harge 
extra fees for all sorts of things." Simon Targett 

■ CHINOOK CRASH 

RAF officers face MPs’ questions 

Senior Royal Air Force officers will today be cross-exam- 
ined by MPs about the official cause of the 1994 Chinook 
helicopter crash, in which 25 Northern Ireland intelli- 
gence ftfflrfatB perished in Scotland. The House of Com- 
mons Hnfnnr«» co mmi ttee will question senior officers who 
investigated the crash - and found the two deceased 
pilots guilty of “gross negligence” - about evidence that 
the aircraft's wi gfrw control system was unsafe. “There is 
a great deal of concern, from people within the RAF and 
outside, that blaming the pilots was wrong,” said one 
rmrimittop member last night. “There are too many unan- 
swered questions," said another. “We will be demanding 
frrii answers.” Members said they would also raise the 
recent revelation that the Ministry of Defence, prior to the 
1994 crash, successfully sued the manufa cturers of the 
an gina - syntem far ne g li gence. Jimmy Bums 

■ NUTRITIONAL ADVICE 

Goveniment policy paper delayed 

Agovemment paper paving the way far a powerful Food 
Standards Agency has been delayed until next year amid 
concern from the food industry over its proposed powers 
to advise on diet The Food and Drink Federation, which 
represents manufacturers, has been lobbying senior xoin- 
isters to drop plans to. include nu t ritional advice in the 
agency's remit, arguing this would dilute its core job of 
improving food safety. Government officials had previ- 
ously said the policy paper would be published in October 
or November. Peter Mandefeon. minister without portfolio 
and a dose associate of Tony Blair, the prime minister, 
lias been among those who has voiced concerns about the 
agency's powers over nutrition. But he has rejected sug- 
gestions that he has been lobbied by companies such as 
Cadbury Schweppes, arguing that he simply wants to 
ensure the agsxcy Is successful “He has not beat lobbied 
by Cadbury people or anybody else," said an official close 
to Mr Mandelson. George Parker 

■ FOOD SUPPLIES 

Organic market reaches $439m 

The market for organic foods has more than doubled in 
value in the past three years to an estimated £260m 
($439 .4m) this year, reflecting the impact of food scares, 
according to a report published today by Mintel, the con- 
sumer research group. It forecasts that retail sales will 
continue to grow fast over the next three years to reach 
£553m in 200L “The anticipated growth in organic food 
sales can be regarded as asto unding ,” says the report, 
given that the total food market is expected to increase by 
only 1-2 per cent However, it points out that the organic 
m arke t still accounts for only 0.6 per cent of all food sold 
and remains at niche market Alison Maitland 
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lAutomotive remain 
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funk experienced coflpjpgrowth through the third 
quarter of 1997, aralfSra subscriber figure exceeded the 
3 million mark at the end of September. Preparations at 
Mannesmann Arcor for the liberalisation of the German 
telecoms market due at the beginning of next year are 
pursued with great intensity as planned. 

At just under DM 5 billion, inve^^Btt|MtfHft|ggrd 
high, mainly due to strong 

Telecommunications. 
by 5 percent 

Stronger portfolio §S tlltf 
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vider, Omnitef, 


Info s tra da. At the end of September i 
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In September, the contracts negotiated between Mannes- 
mann and Cegetel were signed. Cegetel's mobile service 
company, SFR, is continuing its successful development 
By the end of September, more than 1.6 million dients 
had subscribed to SFR services. - A 

In October, Mannesmann VDO and Philips reached 
agreement under which Mannesmann VDO will acqj&if 
65 percent stake in Philips Car Systems (PCS). Thewfcs 
nation of Mannesmann VDO and PCS will generanpra 
the larger global suppliers of integrated informaa^M 
navigation and traffic telematics systems. 

The joint venture for hot-finished seamless teboK|jl| 
Iourec & Mannesmann Tubes, has rornmencecaE^^S 
operations as of October 1st aBi 


In die area of plastics machinery, the activities previously 
conducted by Mannesmann Demag and Krauss-Maffei 
will now be combined in the new Mannesmann Plastic 
Machinery division. The objective of this step is to further 

■ Group's position at the fore- 
lion moulding machines. The 
1 owned by Krauss-Maffei and 
the former holding a control- 
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A CALL FROM EGYPT 

T he Business community of Egypt, represented by all of the businessmen’s 
associations, the federation and the chambers of commerce, the federation and 
chambers of industry and all of the Non-Govemmental organizations are outraged by the 
recent murderous incident in Luxor. We grieve deeply with the families of the victims and we 
share with them their immense sorrow and loss. For it has come to be that their loss is a loss 
to all Egyptians, a deep wound that we will have to heal together. 

The people of Egypt have always maintained a heritage of love, peace and civilization to 
mankind and we are determined to continue to do so. 

The private sector of Egypt that we represent, in industry, in trade, in agriculture and 
most of all in tourism, has strengthened its resolve to forge forward in the development of our 
country. Our faith in our institutions is unchanged, our support is unwavering and we will 
maintain our investment plans unchanged. Our factories will expand, we will produce more, 
export more and bring to the people of Egypt the prosperity that they deserve. We are 
determined not to let small bands of criminals divert us from our goal of prosperity. We 
pledge our firm support to our leadership and Government as they continue to implement the 
program of reform and change that is currently under way in our drive towards progress and 
growth that would benefit each and every Egyptian. 

Egypt has come a long way in its reforms. It has built an economy that can grow and 
prosper. It has restored its financial balances and freed its institutions from the shackles of the 
past These are achievements we intend to preserve at any cost. The resources of the Egyptian 
private sector that we represent are pledged to protecting these successes. This is a day of 
national resolve. We call upon the international financial and business community to join us 
in our stand against the powers of darkness, and ignorance, and to join us to forge ahead in 
the prosperity of our country. 

Terrorism is a sad phenomenon of our times. It knows no boundaries, no country, no 
culture, and no limi t. It is indiscriminate in its evil and destruction. It is a scourge that we 
have to deal with together as one. One humanity, one community united in its determination 
to live in peace and harmony. 
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Accounting for cost of systems problem and EU currency leads to split in task force 


2000 ‘bomb’ divides regulators 


By Jim Kelly, 

Accountancy Correspondent 


Regulators have been unable 
to agree on how UK compa- 
nies should account for the 
cost of preparing for the 
European single currency 
and the “millennium bomb”. 
The “bomb" will result from 
the failure of many com- 
puter systems to recognise 
the start of the 21st century. 

The Urgent Issues Task 
Force of the Accounting 

Standards Board yesterday 

published draft rules requir- 
ing companies to disclose 
the costs, expected to run 
into billions of pounds for 
UK businesses, and write 
them off against profits 
unless they can justify capi- 
talising them. 

But following a disagree- 
ment the 14-member task 
force could not decide if 
companies should be made 
to write off costs only after 


ICL. an information technology offshoot of 
Fujitsu of Japan, believes Britain's quoted 
companies should include a simple state- 
ment on their preparedness for the year 
2000 date change in their annual reports, 
Paul Taylor writes. The company made its 
call after research undertaken among ana- 
lysts and fond managers in the City of Lon- 
don showed that they need clearer informa- 
tion to -enable them to assess whether a 
company is addressing the computer date 
problem adequately. “It is not the job of 
analysts necessarily to understand the tech- 


nical ins and outs' or millennium compli- 
ance,” said Alan Rowley, director of year 
2000 operations at ICL. "However, they 
need to be able to cheek a company’s level 
of preparedness through a simple interpre- 
tive statement. We believe this is the 
responsibility of the directors and as such 
should be outlined in a company's annual 
report" 

ICL's research, conducted last month, 
showed that more than half the UK analysts 
questioned bad no idea how many of the 
companies which they track were prepared. 


they had incurred them. 
This leaves open a possible 
abuse of the present rules, 
where some companies 
manipulate their results by 
setting aside money in the 
accounts to cover future 
costs and boost profits later, 
when all or some of the 
money is not needed. 

Such abuse has been the 
subject of a campaign by the 
ASB. led by its chairman Sir 
David Tweedie, and a stan- 


dard outlawing such 
accounting Is out for consul- 
tation- 

“It’s sad that the task 
force was unable to reflect 
the board's awn long term 
proposals and international 
developments - apparently 
one or two of the big firms 
represented on the task force 
would not agree to that." 
said one regulator. 

After a split on the task 
force it was unable to get a 


majority for prohibiting 
early provisions ahead of 
incurring costs, although it 
is inviting comments - to be 
made by January 12 1998 - 
before publishing a binding 

statement. 

It is understood same task 
force members argued that 
as the ASB's new standard 
on provisions is still being 
discussed the ta*fc force has 
to be bound by existing prin- 
ciples. They also argued that 


this was the most prudent 
form of accounting. 

The ASB hopes its new 
full standard on provisions 
will be binding by the end of 
1998 so that there will be 
very little time In which 
companies can abuse the 
flexibility in the old rules. 
They would also be forced to 
unwind any early provision 
when the new standard 
comes into force. 

The task force derided to 
publish a binding abstract 
on the issues after an infor- 
mation sheet published In 
1996 suggested costs of modi- 
fying software for the year 
2000 compliance “should be 
written off as incurred". 

The abstract will detail 
rules for companies which 
wish to capitalise costs. This 
can be done if a company 
a policy of capitalising 1 
software costs and the 
expenditure “enhances” an 



Unions in 
deal to sell 
gas and 
electricity 


By Robert Taylor. 
Employment Editor 



Companies told to get tough on telecoms 


By Alan Cane in London 


British business is failing to 
take the initiative in secur- 
ing better deals from tele- 
communications suppliers. 
Don Cruickshank, the Indus- 
try watchdog, said yester- 
day. He said there were 
opportunities for lower 
prices, better services, 
improved b illing and flexibil- 
ity. But companies were not 
de manding enough. 

Speaking to the annual 


Telecommunications Manag- 
ers Association conference, 
Mr Crulcksbank, director- 
general of the Office of Tele- 
communications. said the 
increasing number of suppli- 
ers in the UK had widened 
opportunities to obtain bet- 
ter value. 

“Business customers now 
have a bigger role.” he said. 
“Oftel has taken away the 
price cap on BT's [British 
Telecommunications, tbe 
privatised utility] main ser- 


vices for business customers. 
That puts a lot more onus on 
business customers, as well 
as other telecoms suppliers, 
to provide the competitive 
pressure to ensure price 
reductions keep on happen- 
ing." 

Mr Cruickshank urged 
businesses to tell Oftel if a 
telecoms company with mar- 
ket power was using it in an 
anticompetitive way or 
claiming that Oftel was pre- 
venting it - through regula- 


tory strictures - from offer- 
ing lower prices or better 
terms. 

• The number of British 
households with a telephone 
has more than doubled over 
the past 25 years, govern- 
ment figures showed yester- 
day. While only 42 per cent 
of tbe UK's 24m households 
had a telephone in 1972, the 
proportion today is 94 per 
cent. 

One in 10 of all households 
who have a telephone have 


their line supplied by a cable 
television company rather 
than British Telecommuni- 
cations, the dominant opera- 
tor. Also, 29 per cent of 
households had a home 
computer and one in six of 
these households had an 
internet Hnk, equating to 
five per cent of households 
overall with access to the 1 
internet 

In a fifth of all households , 
at Least one household mem- 
ber had a mobile. 


Brendan Carr 

Lord Alexandra-, chairman of National Westminster Bank, 
at the bank's former headquarters is the City of London. 
The 2960s building, reopening today as the International 
Finance Centre, closed after an Irish Republican Army 
bomb nearby in 1993. The bank has moved to a new HQ- 


Stiffer law proposed against misuse of trade secrets 


By Robert Rice, 

Legal Correspondent 


Deliberate misuse of trade secrets 
should be made a criminal 
offence, the government's law 
reform body said yesterday. 

The Law Commission has rec- 
ommended the change following 
complaints from the Confedera- 
tion of British Industry, the big- 
gest employers' lobby, and other 
business bodies that the present 
law does not provide adequate 
protection for confidential busi- 


ness information. The co mmissi on 
says a change in the law is neces- 
sary* to bring the UK into line 
with most US states and mainl and 
Europe. Germany, for example, 
has had criminal sanctions 
against the misuse of trade 
secrets since 1909. 

A change Is also considered nec- 
essary in the UK to keep pace 
with developments in other areas 
of the law such as copyright, 
trademarks, data protection and 
computer misuse. 

Currently trade secrets cannot 


be considered stolen because they 
do not constitute “property” for 
the purposes of the Theft Act. The 
issue was hi g hli g hted earlier this 
year during the failed takeover 
bid by Andrew Regan for the Co- 
operative Wholesale Society. 

Confidential internal documents 
from the CWS were copied and 
distributed by Mr Regan and his 
advisers in their search for finan- 
cial backing for the bid. 

A private prosecution was 
brought by the CWS alleging 
theft. But the prosecution was 


later taken over by the Crown 
Prosecution Service and discontin- 
ued on procedural grounds after it 
became clear that confidential 
information cannot in law be sto- 
len. The matter is still under 
police investigation. 

The commission says a criminal 
offence is justified because there 
Is no distinction between the 
harm caused by theft and by the 
misuse of trade secrets. It is also 
necessary to protect investment 
and research and will help to pre- 
serve standards in business life. 


The offence will apply to 
information which is not gener- 
ally known and which the owner 
has indicated it wishes to keep 
secret There will "be a' “whistle- 
blowers" or public interest 
defence. . 

To stop the offence being mis- 
used by companies in dvfl pro- 
ceedings, prosecutions will need 
the consent of the director of pub- 
lic prosecutions. The penalties 
will be set by the Home Office but 
are likely to mirror the penalties 
for theft 


Stephen Silber, a law commis- 
sioner. said the proposals repre- 
sented “an attempt to take away 
immunity from prosecution from 
those who deliberately and dis- 
honestly misuse trade secrets 
whilst at the same time giving 
defences to those who have legiti- 
mate reasons for passing on trade 
secrets of another”. 

The CBI said: “We welcome the 
Law Commission's proposals. 
They hi ghlig ht a gap in the crimi- 
nal law which we agree should he 
filled.” 


Union Energy, a "jariM* 
offshoot of the Trader. Union 
Congress, has wj* ' n 
five-year agreement 
ScottishPower to niarKtt 

and supply cheap 
electricity to the I'hs -n 
trade union member. 

Bes t year's liberalisation °f 
the country’s cm?rg> con 
sumer market. 

The marketing parinir 
ship ' announced yesterdnj 
- claims to be the biggest Of 

its kind in the UK- Its poten- 
tial market covers 20 i*‘ r 
cent of total domestic gas 
and electricity customers, 
with 4.5m trade union 
households and unnual bill- 
ing worth £2.5bn iS1.2bo». 
Gas-only contracts will «■ 
on offer from next January 
and those for electricity 
from April. 

Union Energy said union 
members could expect a 2o 
per cent cut in their gas tar- 
iff as a result of the agree- 
ment and a further 10 per 
cent redaction in the sire of 
their electricity bills. 

"This deal is a major step 
forward for the Trades 
Union Congress," said John 
Monks, the TUC's general 
secretary yesterday. “Not 
only will trade union mem- 
bers benefit directly from 
lower cost energy, hut the 
more who join the scheme, 
the more influence trade 
unions and their members 
will have in the industry 1 -" 

lan Bobinson. Scottish- 
Power chief executive, said: 
"Partnerships such as this 
will be highly influential in 
helping ScottishPower 
towards its goal of offering 
a package of electricity and 
gas to customers across the 

UK." 

The agreement with Scot- 
tishPower follows a six- 
month tender competition 
and negotiating period. 
Union Energy' said its final 
selection of a single partner 
was conditioned by cost con- 
siderations as well as the 
“clarity and simplicity of 
tbe marketing message in a 
confusing marketplace". 


BUSINESS OPPORTUNITIES 


CONTRACTS & TENDERS 


READERS ARE RECOMWFMDEDTQ S6BC APPROPRIATE PBQFE3SQUAL ADVICE BEFORE ENTBflNO HflPCOHMniBUTS 


Selling your Business? 


We have the skill* and experience to achieve the best price [or four 
business and structure Urn deal lu achieve maximum lax efficiency. 
If you are considering a sale and your turnover exceeds £lm. 
we would like to talk to you. 

Our charges are based largely on result*, so you have Unit to lose. 
For a confidential discussion without commitment please contact 
Gary Murky or Lance Blacfcstoae at 


Blackstone Ulackstone Franks Corporate Finance 
Frifiks 26-34 Old Street, London F.C1V VHL 
1 1 a ltV:5 Tel: 0171 250 JiOd Fax: 0171 250 1402 


A Jhuri;/ J '*»» Dk Intuit o/ CHrtWTfi A .voim tnu 4.1 f.n J ,*J M-.Jrt t * ***** -u > r L*r i*y, 


For Immediate Sale 


Complete Specialty Chemical Plant Located in Northeast U.SJt 
« SO Acres, 260,000 Sq. PL Hfg Space 

• Riot Plant. QC and RAD Laboratory 

• Cogen Plant (1996) 

Equipment Includes: Glass Lined and Stainless Steel Reactor 
Systems, Storage Tanks, Fffiera, Centrikiges, Evaporators, ChiBars, 
and Dtaffllatjon systems 

« .. Contact Mr. Torn Welch 

(sTuer^ UNIVERSAL PROCESS EQUIPMENT. NC. 

1180 Route 130 South 
RobblnsvBe. NJ 08801 USA 
TEL: (009) 443-4545 TELEFAX: (609) 259-0644 
E-MAIL: uprHgupe-com WEBSITE: WpJtvtNw.upaxam 
■■serving the equipment needs of process Industries worldwide! 


Investment Partnership Opportunity 
for an existing Aluminium Complex in 
TURKEY 


EUBANK 

(state owned mining-metallurgy company of Turkey) 


opens its aluminium complex, consisting of 

* alumina refinery * 

* smelter * 

* casting and rolling facilities * 

to the interest of national and/or 
international investors through the model of 


INVESTMENT PARTNERSHIP 


for more information 
Etibank General Directorate 
Project Department 

Ataturfc Bufvart, No:6±, Slhfifye, Ankara, Turkey 
Fax: +90 312 434 3656 


Application deadline: 15 December 2997 latest 


The story of Brian Wilson, who composed most of the 
Beach Boys songs, a new musical to tour Britain early in 1998, 
including Its proposed West End production. 


Interested parties who may wish to become 
potential investors In the production of Good Vibrations 
are invited to apply lor details to: 


Beach Entertainments Ltd, 34 James Street, London WlH 5HS 


Tel: 0171 488 9957 Fax: 0171 935 6246 


Investment Opportunities 


Ptoiwcaiiflic Corapuas Travd £I75k 
Youth Adventure Yachting £1001 
Cmstnidxw Company £1.0m 
Public Internet Kiosks £22Qfc 
Traditional Puddings Maauf £8201 
OfitePaft Drvriopoiett £5004 
Lettings Newspaper £2251 
Call Centre Franchise £ 100k 


PROJECT. AND COMMERCIAL 

ftaxfng avaSaWa tp UK and 
International cflents. 

Anglo American 
Group Pic 

Tel: 01924 201 365 
Fax: 01924 201 377 



Delai’s in, monthly report 

Tel: 01865 784411 


ANGEL for 

INTERNATIONAL 
FILM PRODUCTION 
Award winning producer requires 
development finance of £23.000. 
Exec H em benefits. 

Hkom Ftiuum A Co. 
CuunaaActoiMAiitx 
71 Du nr Stkot, London Wim 5DH 
TEL: 4171 355 4629 Rau FH 


LISTED SHELL COMPANY 

3.25m Cash Available 

Seeks Private Company with profits 
of circa £lm+ for Reverse Takeover 
Full Board control available. 


WATER IN THE GARDEN 


A Midland tesed fiunilv company 
tea tatty dmtaped » nrw wtar 
tardea product wBixx ah a i n Ml 
ininiu bo ua l talet pommfti 


, For 

Mergers and Acquisitions 
In 

Giobal Transport 


Write to: Box B5096. Financial Times, 
One Southwark Bridge. London. SRI 9HL 


a lougta fa the aetesve licence. 
Td: 91675 442564 
F«k««5 443120 


CMHhMqt bWM 
Mipith«Riw 


Asia 

INVESTMENT OPPORTUNITIES 
BUSINESS DEVELOPMENT 
STRATEGIC ALLIANCES 

Highly experienced British principal based in Singapore with extensive 
contacts throughout South East Asia, China and Hteig Kang advises and 
supports European businesses wishing m isuuish themselves in Asia. Firs 
class credentials and profex&otully qualified tFCAl Ex pfcramry discussions 
welcomed in UK or Singapore. 

Write to: Box B55&2. Financial Times. 

One Southwark Bridge, London SEI 9HL 


TOP CLASS 
RACEHORSE 


Jin Cleary 

THangie Management Services Lid 
10 Rein Road. BocanafieU 
SucJlsHP92LH.uk 
T d: +44 lOi 1494 676000 
Fax: +44 i<l 1 1404 678888 


For Sale 


WINNER OF NINE RACES 


For further data Is 

Tel: 01488 648S1 2 


(CRUDE OH. 4 PRODUCTS, SUOAR A 
UREA); our associates orfei (ham 
fautwa lo a'ofebttri. GenUrw tuyere 
[tease. Foe 0181 688 6763 


Channel Islands 

FuU Offshore Ineorpomnon ft 
Admnarakm. 

Trust E ata b teh ma n . Payroll Systams i 
BarMng FoaMes 
tor Ex-Peoiatos. 

For oeta»9 ft appointment witta: 
Grey 7hal Untied. 2nd Roue 
34 David Place. St Hetor, 
Jersey JE24TH 

Tef. Ot 534 878774 Fare 01534 354Q1 
EJMxreytrst@ill.net 


ROMANIA 


Telecommunications Reform and Privatization Support Project 
National Spectrum Management System (NSMS) Procurement 

1. This invitation for bids follows the general procurement notice for this project that 
appeared in Development Business, issue no. 472 of 15 October 1997. 

2. The General Inspectorate of Communications (GIC) under the Ministry of 
Communications of the Government of Romania has applied for a loan from the 
International Bank for Reconstruction and Development toward the cost o the NSMS 
Project, and it intends to apply part of the proceeds of this loan to payments under the 
contract for the National Spectrum Management System. 


3. The GIC now invites sealed bids from eligible bidders for the design, supply, installation, 
testing, training and warranty, on a turnkey basis, of computer hardware and standard 
software in a LAN/WAN configuration; customized spectrum management system 
application software; 22 fixed and 5 mobile monitoring stations and 15 transportable 
monitoring units, and post-warranty maintenance and support services for a period of 5 
years. 


4. Bidding will be conducted through the international competitive bidding procedures 
specified in the World Bank’s Guidelines: Procurement under IBRD Loans and IDA 
Credits , and is open to all bidders from eligible source countries as defined in the 
guidelines. A two stage bidding procedure will be used. 


5. Interested eligible bidders may obtain further information from the GIC at the address 
given below from 0900 to 1200 hours,, local time, Monday to Friday. 


6. A complete set of bidding documents in English may be purchased by interested bidders on 
the submission of a written application to the address below and upon payment of a non- 
refundable fee of US$200. The method of payment will be direct deposit to the GIC (TGO 
account no. 402000700000009013001 at the BancPost, Sucursala Uuirii, Plata Alba Iulia 
No. 6, Bucuresti, Romania. The document will be sent by international courier or handed 
to an authorised local representative presenting a proper power of attorney. 

7. Bids must be delivered to the address below at or before 1200 hours local time, 23 Januarv 
1998. All second stage bids must be accompanied by a bid security of US$500,000. Late 
bids will be rejected. Bids will be opened in the presence of the bidders’ representatives 
who choose to attend at the address below at 1200 hours 1 local time on 23 January 1998 

Mr. Ion Matei 
Deputy Director General 
General Inspectorate of Communications 
202A Splaiul Independentei 
77208 Bucharest 6 
Romania 

Tel: +40 1 400 1421 
Fax: +40 1312 4797 
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BUSINESSES FOR SALE 


T^oM Racehw, Joe ConsWtae and Robert 

BWiolUflBrfarsote all of tta inUteduai property end know- 
® a F»tenf application, entitled “Assay Devtar. 
submitted by ttB3 sctenlfflc research company. 

PsffidpN teatues or the patented process inducts: 


o range of morjjflsd motrtces lor application as “Solid state' 
formate 


• onew approach to dipstick teeftnotogy 

• potential applications tor heaPhcora, vefertomy. food hygiene 
ond fimwonmental monitoring pmcticas 
new. Inexpensive formate for rfimnrafe teetmn ^ 


For further Information, pbsase contocf Joe Consfrane or 
Anthony Lucas of Coopers & Lytxund, Churchfll House, 
Churchill Why, ConSff CFJ 4X0. 

Tel: 01222 237000. ftuc 01222 802405. 


■ E^UMVitiamynlB 


nf an 



Expanding 

SOFTWARE COMPANY 


with outstanding geophysical and data management products aid 
a blue-chip customer list seeks partner/acqurrer with established 
world-wide distribution to accelerate growth. 


Box B5591, Financial Tunes, 

One Southwark Bridge, London SE1 9HL . 


@@ea§®liSI@B glLl©7@@l!3D©@ " 


Loop esfafafehed Company with wofl krown Brand name. Operates from 
impressive owned headquarters In osteal England. Excetera blue chip 
cuatomsr base. Always profittete. Excels* patented tor expansion. 
Principals only wd get a prompt reply 
Writs to: Box B55B9, financial Timas, 

One Southwark Bridge, London SE1 BHL , 


Newcastle-Upon-Tyne 


• 40.000 sqfft fully cijiciauciml joinery /upbotaoy manufacturing facility ■ 
* Sprinkler syaem-Compreased air etc • 

■ Good office space and showroom • 

• Excenem transport links and tabourfcatehmauxrea - 


Initial burnt W Bex Noe BSS92, Fhnedal Turn; 
One S uutiMi t BtUpt Loadoa SBI fHL 


BUSINESS SERVICES 


THE INTERNET 


With SO million people watching, 
the world's your oyster 




For Businesses Getting on the Set 
there's really only one irebivriter 


MARKYBOY 


the complete business service includes your own 
beautiful;/ designed, fully integrated website 
reflecting your firm's unique house style 
your own domain (www.yourco.co.uk} 
e-mail address (you@ycurco.co.uk) 
registration in ali the major 
sear ch c-n=ines 


for mere 

information on creating 
a stunning internet presence 
call or fax us on 0171 -366 9666 
or e-mail us at markyboy@usa.net 
we also supply complete computer systems 
with on-site warranty for under- £1.000. The best 
value webwriting and equipment supplier in the UK. 


SAVE ON 
INTERNATIONAL 
PHONE CALLS 


SWITZERLAND 


OpHe Unite 
• ATiT and Oil 


Ottwr Natwotai 
U— trow Ham» OBtoe, 
Hotels, cm Pbonss 
• 24 Hour Cuatemar Banfan 

Q* ib* tor Nm Low Fteteaf 

Tel: 1 .206.284.8600 

Fax; 1.206J270.0009 


IJnM open 24 bound 


fallback 


Jncdptxadoo Hid ariwiinimiitirtn of 
twin and foreign craqxmies. 
MaQ- Phone - Fax senricea. 

- Bank 


OPTIMA FTOJELITY 
• SJL. 


16 Place Loa eemdle, 
POBoX 3520, CB-U11 Ccom 3, 
TO 41223190W9 Fax: 4122 31W1W 
awn : opBBd gbhw i a d 



Technical 


Translations 


Fax: +33 4 9376 9644 


□ You provide ihe pjvtlems 

□ I’O provide, ifte jrtfurfonj 

□ Use your tistr to manage 


your business 

Q Pont mute your dmc 
trying fa reiixttnS the abed. 


Pham 

DEdnmb ' 
00 9W14BB5W 


OFFICE EQUIPMENT 


OFFICE FURNITURE 


We have - dHad from the manufacturer - mw high quality e worth's and 
3«nwn rang** - eonteraneo and raoepHons. Largo choice ol vanwre. 

metamtfia and/or laminate antahaa 


with discount ol up to 40"? from R.Fi.P.! 


LavJon Shoafnwm ta viewing: 09-78'ThaafaalAi Road. Lflodon WGiXftTA 
Fiji camead-arK) piaradng aatvfcaa. 


LINEADURO LTD Tot: 0171-831 6073 


! TRAVEL AGENCY 

Unique opportunity lo acquire 
Old E s tob fl ahed London based 
travel Agsncy. 

Prtma High Street location 

lAIA.AHIA.NAnA 
Turnover £1 .5m 
{Corporate £700X00). 

Non Core Divestment of 
Leisure Group 
. . Amm apply foe 
jods SaasMms Utead 
ACM Hoorn, II -IS HMxn Road 
lor&anNW13Bl 

\7mtOT7l3BB3636 Fax 0171X0 #00 


Business 


B anR 


Offers for sale the following business : 

Manufacturer Of 
Outdoor Furniture 


Electronic Business for Sale 


Computer Systems 
Distributor 
Controlling interest 
For Sale 

EAST ANGLIA 


High quality own design products 
Extensive bhe-chip customer base 
Tbmomr £900k +, highly profitable 
Strong growth potential 
Ref: 169 


The loint Administrative Receivers of ICC Controls Limited. David Cilbert and 
Italy Suppeistone, offer the following eiectronic control production business 
for sale as a going concern. 

Freehold premises 

• Light industrial unit (18,130 sq ft| on 218 acres of land at Blackwood Road. 
Ullyhall Industrial Estate, Workington. Cumbria. 

Business 

• Planning, design and production of electronic systems. 

• Turnover c/53.7m. 

• Established blue chip customer base with secure order book. 

Further information may be obtained from die Joint Administrative Receivers 
at BDO Stay Hayward .Ref: 5M/DTM: 0171 893 2218. 


For farther information, principals only; 
Teh 07000 633633 or Fax; 07000 633634 


Specialist in CDRQM systems | 

and storage i 
software and 1 


BDOSuyH^wd 

FtaAaBUMte. 

OmlnM. 


Turnover £85 5K 

GP45% 

NP approx. £1 OK 
Principals onl^ Box No. B5566 
Financial Tines 
Qae So u t h w a it Bridge 
LobcIod SE1 9HL 


IBDO 


Weatherall 

Green & Smith 


IBDO 


BDO Stay Hayward 


Business 0333 


BDO Stoy Hayward 

Corporate Recovery 

and Insolvency 


S/l 




FOR SALE 

Unlquo pofthHo of Patontad, 
R a ghdurad Drofoa 6 Ttada Mwfc (u ) 
[ wMd ilng prodocta. 

osi t mauoa ana provtui lo w 

concept, with broad appeal la 


In both UK and other eaonUao. 

nx 012 


WEST COUNTRY BRANDED 
CATERING BUSINESS 

Owned oodra Ub approx. £6001. 
with high profit % phis newly 
franchised operation. Set for 
expansran bin for sale or mer ger 
■ doc to pcraonal cunmuaannrx 
TO: 01*1 M3 2363 
Corporate Finance 
Artm»d tv Ok kwttac of 
CUM Moment to Bated art *Wt» 




A SMALL WELL CONNECTED 
AND PROFITABLE 
P1ABEGULATBD IFA COMPANY 
FOR SALE/MERCER 

riMi p wia owahiiate ri ra roau t 

17jc«n A Wt bned. 


tepto to Bob B55WL Hnautal Ttan, 
OwSiMhmkBriitexLiariroSEl WL 


FOR SALE 


CLASSICAL 
RECORD CO 


with freehold premises 
4,880 Sq. Fl 

West London 


Series new owner/investor 
for multimedia development 


Write MK Bax B53B*. 

IteroaWTI— b 
One Soathwaifc Bridge, 
Loadoa SKI ML 


lakegarda\ 

NORTH ITALY 


2000sqm potential busmeas for 
sale. Indutfing Bai/Restannun, 
sbop-cxxffoe business, apartments, 
garden, paridng mat 
business centre. 


/ FOR SALE \ 

Well-established business 
manufacturing garden planters 
and upe rinlicmg la high quality 
rotational-moulded plastic 
products for garden centres 

Reply to Bra No. BSSS6,Fmtmdat lima. 

One Sauhmrli Bridyt. 

V London 5E1 BHL S 


£1^0CMXXX00 
Fax London 0181 864 6615 


UNIQUE 

TOURIST ATTRACTION 


✓ HghProlSe ✓ Greet Potential 
✓ Randy Now tor 98 
PRMCtMLSONLY 
04111 84333 FordKato 
Q8VUIKE FEASON FOFTSALE 


SURREY 

STOCKBROKER BELT 

Chauflcar Driven Car Hire Badness 
15 mhmtes ham London Ahpon 
Plirae Locatkn. Esabfehcd 45 yearn. 
Owncn retiring. - •-«- 


Write f Bax gSSW. W ai tW ThPt». 
Ooc Soathmik Brifoi, Undkn SSI SRI, 


FOR SALE - CENTRAL LANCS 


■during company of 


quality wDricwurforlocxIcoancOi. 
Em. 21 yn_ Amo*! i/o mcuxsi of 12m. 
P muim abopfloor ms o ffi ce b. 
dennteh ana: ampk Moooe CadliriaK 
patting 50 va hl t len any moturwiyxeeatei 


BaxNo.BSSn, 

Oac Sonthwarfc Bridge. Loadoa 5E1 9HL 


LIQUIDATIONS, 
RECEIVERSHIPS & AUCTIONS 

200-300 Liquidations and 
Retxivenhips listed every week. 
Who they are. What they did and 
who to contact. + Scores of 
Auctions every week. 
BUSINESSES FOR SALE 

Monthly publication listing over 100 
different businesses for talc. 

Few Anther details - 
TO *1652 680889 
Fax: 01652 680867 


BUSINESSES WANTED 


r 


Client wants to 

BUY PLASTICS INJECTION 
BLOWMOULDING BUSINESS 


Must have own products. 
NO contract moulding. 
Sales, £500k to £2 milhon. 


Confidential Business Sales Ltd. 
PO Box 19, Fonnby L37 7JT 
Trie/Fax: 01704 876018/875873 


Small Quoted IT Recruitment Agency 
WISHES TO ACQUIRE SIMILAR BUSINESS 


Price range £100K - £1 m. 
PRINCIPALS ONLY. 

Write to: Box BS585, Financial Times, 
One Sooth wark. Bridge, London SET 9HL 


CONTRACTS & TENDERS 


Republic of Kazakhstan 
Invitation to tender for Electrobytpribor 


The Department ofPrivaiisarion is invhlngiHtfes for a90%stakem 


Electrobytpribor (Almaty), was one of the largest washing 
machine manufacturers in the former Soviet Onkm. It benefits from 
a skilled focal vvorkforoe and tow labowcosts, with 280 staff producing 
30,000 units amaaSy 

Potential Hwlrfoni chnuM mrhirfo their proposals for the 
repayment of habffitres, the social Insurance and employee 
programmes, finum i nv e s t m ent and producr devetopment, as wefl 
as an offer for the shares. 

Details of the full tender requirements and further information 
on Qearobytpribor can be obtained from Mtebel Girard, Credit 
Commercial tk France (CCF) consortium leader far 
the Ikds Case by Case Privatisation programme on 
(+ 732 72) 62 70 69 or 62 01 97 (teO or B3 15 32 (fin); or 
QmstmVmZaks; CCF (+331)40 70 74 83 CteO or 
40707142ffarii»imeilhanlS^0oaiai2J397. 
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Label Printing 
Machine Manufacturer 






J? 

/Ol 

a 9 




A 


Worcester 


KDO Intemaxiotul Ltd (In Receivership) 
specialise in the manufacture and export 
of quality label printing machines and 
spares. 


1.14 acre freehold business park near 
Worcester 


Annual turnover of £3 million 
1 8 skilled engineers 
Order book in excess of £500,000 
International network of selling agents 
Plant and machinery NBV £20tyX30 


j> 


For further details, please contact 
the Joint Administrative Receivers, 
Andrew Menzies and Roy Webby, 
Grant Thornton, Enterprise House, 
1 15 Edmund Street, Bir mingham 
B3 2HJ. Teh 0121 212 4000. 

Fax: 0121 233 9857. 


Internet: bttp^/’amrw.gmnt-tbomton.co-ui 

Grant Thornton ® 




U. 


„iy 

& 

5 


CO 


The UK roember firm of Gnm Thornton InienaaomL 
Andurised by the Institute of Chartered Accountants in 
England and Wale* to cany on investment business. 


Technical Plastic 
Injection Moulder 


We are retained to assist vrith the dlapoanl oJ this Company. Principal laows od the 
business ere: 


♦ Cunent Tumovor £75m, high n u ngtes 

♦ Irtfograted toolng, mouldbig and sssaoibly 

♦ Computerised system throughout 

♦ PBT and Direem' © Cl Am 

♦ ISO 3001 accradttsd 

♦ 32.000 sq B Freehold svalebie 


Potequel purohasera ptoase lex Bwir Merest u Peter w Watts FCA. Corporate 
finance, on +44 01835 201308. Pitndpak and retained Adtraere pnrioned. 


Pun V» Wans KA b authorised by A* toston at Cherterad Accounana 
In Engtanrf and iwato lo cany on knoamm* business. 


EQUITY INVESTMENT 
COMMERCIAL AIRCRAFT 


PRINCIPALS ONLY 

$24.5 mAon USD. Late model Boeing Aircraft on long term 
(ease with top European Carrier. ExceBent lease terms and 
residual value. AM lax benefits available. AssijytaUe financing. 
Interested parties to contact 
ftaauEMTtaH» : Baiiffl5577 
: « ■ ' , '■ NsMber One Seuffcmrit Bridge 

• SE3 9HL 

AB repteg wtB be held in strictest confidence. 



Ste ADLERS 


CHARTERED SURVEYORS 


0171 224 2244 


FAX: 0171 < 

85 WIMFOLE STREET, LONDON W1M SAJ 


Cta the naum «f 
In FnmcAnwnn 
(Ltqaiduani of Hmdylcoin limikd 
aad Mnbnn Lamed - 
bodiiBMuubLu'Viitanaijr Uquatmcnj 
TTmiIk ilnrali 
aW2SiMxnCouR.Itedm.VC 
md Tanplc Dul 

II Queen YfcHns Sued. London EC<. 
Denbh from Sole Ayaa 
MSFi 


ENGINEERING BUSINESS FOR SALE 

due to Retirement of Directors 


Long established privately owned company in 
the design and manufacture of gear cutting tools 
operating from wholly owned premises in England. 


Apply to Box No: B5584, Financial Times, 
One Southwark Bridge, London SEj 9HL 


NOTTINGHAM 

THE BESTWOOD LODGE HOTEL 


□ The bend often onulvc co n ference tin lUilrt. 

□ 40 Bvtedte be dmm and a (ploHBd reatHoaiu and bar. 

□ Located in die northern aubutba of Noet to ehaan ippemnedi 4 m3c« 
from ibc Down cam. The Ml 026) i a deer by Had provide* acceu 10 
Derby (16 ralioX 1 firm er (30 mflrs) and Bfamtadam (53 milcf ). 

□ The hotel pounds are aahm 70 acra of country pork. 

PRICE GUIDE £750000 LEASEHOLD 
RrirRDC 


EDWARD SYMMONS 

F*c M71 H4 45S5 


Tel: 0171 344 4500 


BUSINESS FOR SALE 


Upm ihe DHtrucoona of IP Bell Etq and SA CTaiM Esg.. JkWH Admihritralivc 
Reorivos of Mcrchandirinp Display Logiaica Lioiiied and the Director* of the 
Blikewater Group of BbdUwm Umitfid, offer to sale the buiiDOK and aueu of a 
wire rube display tml manufacturer. 



HANDLING 

y 

■sues 


Merchandising Diapby Logima Limited 
♦ Blue Chip cuaomertaK 
4 Aimaal turnover approx taatety£fOOTWO 
B’ Extensive range of plant and equipment 
4 Reputable brand nunc 


For Itanha- lafenoatka caotact dw ayeats Sadlh Ifedddnsoa McGbly. 
SM* S Thowstek Bead, Oarlej, Laacaablre PR7 LRL 
TUephBM Nre >1157 iUkto. Rax No: >1^7 262387. 


Clarke BeS 


CHRISTIE &.OJ 


Surveyors, Valuers & Agents 


London 


HOTEL, SW1 

• 18 letting bedrooms, all with en 
state showers. 

• Renovated in 199607. 

• Reception and breakfast bar 
combined. 

• T/D in the region of £240.000 net uf 
VAT (pan projected). 

OffEXS W EXCESS OF 

CLOOQlOOO \trtuu. freehold 
London Office Rtf HtFTJSS 

0171227 0700 


Northamptonshire 


Nursing Home 

Currently Registered for 25 

• Strong o c cu p ancy Icvdv. 

• Weekly fees E290-OXX 

• Income year end July 1997 
£398300. 

• 2 bedroom self conumrd 
iccommodtatan and 4 bedroom 
d ffji rf»# gi hoove is> 

■ Set in approximately 3 acitf. 

BMjnOvmou 

Milton Kraus Office Rtf 74JFTSOU 

01908206600 


Slitolk 


Dual Registered Home for 28 
& amxuonalEMI 

■ Draft T/O year end 1996 £440339 

• Rettnutaurd net profit £193.000 

• Owner operated, owner’s 
arcomaKxlanoo. 

• ConsuiRU high ocaipancy, 
plannmg pennmtoo (or additional 
24 rooms en suite. 

■ Set in excess of 10 acres. 
lUBROM FREEHOLD 
Ipsnneh Offiet Rti I4/FT74S00 

01473 256588 


Dual Registered Home, 
Chelmsford 

Currently Registered for 36 

• E.MSTU1E devdopmem opportunity - 
lapsed consent for ftmher 20 beds. 

• TAO yew end August 1996 
£410.000. 

■ Sci m approximately 5 acres. 
£900JM0 FREEHOLD 
(pnttrii Office Rtf I-UFT7452I 

01473256588 


Offices a t. London • Birmingham • Bristol • Edinburgh 
Exeter • Glasgow • Ipswich • Leeds • Manchester 
Milton Keynes • Newcastle • Nottingham • Winchester 


hi 


MINFORD 


HOIS E 


I. 0MI0N W 1 4 


l)i-:T\II.LD planning consent is 
GRANTED FOR ONh OF I HI M0SI K\ CITING 

non: i. oppori imtii:s n krtmi.v 

\V.\U.\BLC IN LONDON 


175. mil) SO M GROSS INTERNAL FLOOR V R F. v 


T’PROX I MAT I. I.V 3iHI KEYS, INCT.CDING OMR 
SUM'S AND Ai'NklMFN | S 


4' BASEMENT CAR EARRING M’\( FS 


OM'KKS Cs THE R ELION OF 
fl 1 MILLION FREEHOLD 


IM.H 11(11'.' Id cot. IS II A 1. 1 Ol; ( 1.1% ! H 1. R N \ K It 


Hl’.i’: TVVI7SI, 


CHRISTIE & C2 


Surveyors. Valuers & Agents 


50 N icloria Street. London SM'IH ONW 
Tel: (1(71 227 0700 Fax: 0171 227 0703 




ROBERT BARRY 


HOTEL. LEISURE &I LICENCED PROPERTY SPECIALIST* 




Connaught Hotel 
Bournemouth, Dorset 


Close all town centre jtuactutfB * Extensive leisure Caciliiks lad. 
(including BICO pool, gymnasium, saunai i 

High quality appearance steam mans 

foiltwmg majoi refinbainncn ■ £349. Su7 profits on net Tt) 

12 yean In same ownership £i .392. 029 lY'/E 30.4. 97i 
Offers around £1.8 million freehold complete 
Contact: Mervyn Colly on 01285 641642 


FOR SALE 

GENERAL PRINTING COMPANY 


An opportunity to acquire a wetl-run and success hd printing business 


Established over 20 years • Turnover £2.3in • Hadetoerg Equipment 
• frofirabta throughout the Recession 
• Excellent scope tor expansion 


For further Information, please contact: 




BRANDENBURG 

SECURITIES 


Ragutated by (he Securities end Futures Authority 


Warm Mil Court. 29 Throgmanon Street. London FC2W 2AT 
Telephone 0171-374 GOOD Facsimile 0171-374 6345 
E-mat adviceCHvandonliurg-graup.com 


Humberts Leisure 


North Cornwall 

Substantial holiday village 

• Prominent coastal location 

• 94 holiday chalets (some leasehold units) 

• indoor swimming pool, 2 licensed bare, shop and 
a range of outdoor luisuro fatalities 

• Excellent trading record with ftirther potential 
■ In around 8.26 hectares { 13 acres) 

Fox sale freehold. Gnlde price £950,000 

For farther information, please call: 
fitter Smith John Mitchell 

South West office London office 

ft] 392 490497 (Ref. 2262) 0171 629 6706 
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TECHNOLOGY 

-I 

1 ' 


Joia Shilllngford on the techniques used by manufacturers to help a portable computer battery last longer 


Laptops go the distance 


Tips for boosting battery tif& 


P ortable computer users 
travelling long-distance 
currently find that the 
battery is unlikely to last 
the journey. Now lighter, more 
long-lasting batteries are offering 
an improvement. 

Three developments are behind 
the prospect of long-lasting bat' 
terles. First, lithium ion bat- 
teries, which last longer than the 
previous generation of recharges- 
bles - nickel cadmium and nickel 
metal hydride - are becoming 
more widely used. Second, PC 
makers are improving the power 
management on their laptops. 

And, third, new types of bat- 
tery are being developed to 
increase the options for laptop 
and portable manufacturers. 
These Include lithium polymer 
batteries, which can be moulded 
Into any size or shape. 

Using a combination of lithium 
ion batteries and advanced power 
management. Acer, the Taiwan- 
ese PC maker. Is promising the 
longest battery life yet for a por- 
table computer 10 hours on its 
Travelmate laptop. 

According to Arif Maskatla, 
vice-president of Acer Advanced 
Laboratories in San Jose, Calif- 


ornia: “The Travelmate 7100 
includes the best, most powerful 
single battery could fit into 
the design But competitors also 
use this battery, getting about 
two-and-a-half hours out of it,'* 
Ur Maskatla wanted the bat- 
tery to last a transcontinental US 
flight, where the average person 
is working roughly four-and-a- 
half hours out of seven. “But 
then I wanted to leave some juice 


in the battery so they could do 
scone electronic mall when they 
got to their hotel." 

Acer is not the only company 
stretching the endurance of its 
portables. Compaq offers a maxi- 
mum »ina to ID hours of battery 
life on its Armada 4100, with the 
addition of a third Hthhzm ton 
battery in an extra slice added to 
the bottom of the machine. 

Lithium ion batteries, intro- 



Out of Juice now kinds of battery wB test longer 


dtzeed over the past three years, 
offer portable PC makers several 
advantages over the nickel coun- 
terparts. “They are lighter, last 
longer between consecutive re- 
charges, and can be recharged 
more often," says Sepideh Bag- 
hal, an analyst at Frost & Sul- 
livan, the US market research 
company. 

Prices have fallen sharply since 
the batteries were launched, 
Frost & Sullivan expects lithium 
km's ahaii of the “Four Cs” mar- 
ket (camcorders, mobile/conflass 
phones, computers and cordless 
tools) to grow from L7 per cent 
last year Informs of unit sales to 
444 per cent In 2003. 

Power management, mean- 
while, covers a range of tech- 
niques. Normally, laptop design- 
ers assume that the subsystems - 
the screen, the hard disk, connec- 
tivity software and other pro- 
grams - are turned on unless the 
user switches them oft 

To achieve Its endurance target 
for the Travelmate, Acer reversed 
this approach, says Mr Maakatla. 
Its subsystems remain turned off 
until needed. Acer also developed 
its own self-learning power-man* 
agament sof t w a re.whlch watches 


how often the owner uses the 
subsystem and adjusts the power 
accordingly. 

Further reductions in power 
consumption came via alliances 
with makers of co-logic boards, 
modem contoollere and. graphics 
controllers. Now, Instead of these 
components befog on or oft parte 
of them (Individual resistors) can 
be turned off when not In use. 

In spite of the advantages of 
lithium Ion batteries, however, 
Acer and other PC makers are 
continuing to research ways at 
improving battery Ufa. and lith- 
ium polymer (LP) technology “ 
looks particularly promising. 

While lithium ion batteries are 
made up of liquid chemicals 
inside a metal coating, LP bat- 
teries use similar chemicals 
within sheets of plastic. This 
mpmw they are lighter can 
be formed into any shape. 

The new technology is also 
riaftned to be sa&r than lithium 
ion which, says Mr Maskatla, can 
explode in certain circumstances 
if charge and discharge are not 
strictly controlled. 

Mike McGuire, senior Industry 
analyst at US research er s Data- ; 
quest, says: “Lithium polymer ; 



-iraci 


will help create a whole new cat- 
egory of ultra portables with bat- 
tery life of six to eight hours. 
They will run Windows CE [the 
sltmmed-down Microsoft operat- 
ing system] on low-powered chips 
and will be larger than personal 
organisers but smaller than 
today's notebook computers. 
They will have colour screens 
and cost around ' $1*000 [In the 
US]." 

Mr Maskatla says Acer will be 
bringing out a notebook with LP 
batteries in the second half of 
1398, while the Pedion, Mitsubi- 
shi’s first ultraportable, should 


appear later this yoar. powered 
bjthe new batteries. At US com- 
pany Compaq, Ted Clark. 

vice-president for marketing in 
the portable PC division, sees LP 
batteries bolng included in 
smaller, thinn er machines. 

Meanwhile Mr Maskatla has 
his mind set on another goal: 
“My aim - which I probably 
won't achieve for the next year 
or two - is to produce a portable 
with a battery that lasts a week. 

“That way people won't have 
to worry about battery life at all 
- Just plug It in at weekends to 
recharge the power." 


A s laptop computers and 
mobile phones become 
ever more advanced, 
they require more 
powerful and longer- 
lasting battery sets.. 

However, battery technology 
has not kept up with rapid 
advancements in other areas - 
not only are most people still 
using heavy and 
environmentally unfriendly 
metal-based batteries, but they 
have to use them In greater 
quantities as modern devices 
de mand Inw wwlwg giYimrnte of 
power. 

Plastic may have the answer. 
When it was introduced it was 
supposed to be the wonder 
material: light, sturdy, flexible 
and cheap. After revolutionising 
countless products, it seems 
poised to come to the rescue of 
the battery industry as well, 
thanks to technology being 
developed at Johns Hopkins 
University In Baltimore, 
Maryland. 

Materials science professors 
Theodore Foehler and Peter 
Searson are heading a team of 
researchers working on the 


Plastic’s powerful solution 

Metal-based batteries could be supplanted, writes Gabriele Marcotti 


development of an all-plastic 
battery. Not only will It be 
lightweight and malleable, 
thanks to the absence of any 
kind ofmetaL but it will also be 
less polluting. And, most 
enticingly, to the long run, they 
have the potential of 
outperforming conventional 
batteries. 

As with other similar 
technologies, the original 
impetus and funding came from 
the military, specifically the US 
Ah- Force, which was looking at 
developing new types of bombs 
and explosives. 

With the cold war thaw, the 
Johns Hopkins team was able to 
shift Its work to a more peaceful 
end. 

A simple battery has three 
parts: an anode (which supplies 
the positive charge), a cathode 
(providing the negative charge) 
and an electrolyte (the material 


that conducts electricity between 
the anode and cathode). 

The first obstacle to overcome 
in designing an all-plastic 
battery Is that plastic does not 
conduct ele ctr ic i t y wriL This can 
be solved by taking plastic 
polymers and “doping" them, 
which involves treating them 
with chemical solutions that 
allow them to become 
conductive. 

“We have known for some 
time how to pdope polymers - 
that is, turn them into positive 
conductors,” explains Prof 
Searson. 

“The difficult bit was finding 
polymers that could be made 
negative, or n-duped, while - 
vwmatwfaig Biwmtanirty, 

thanks to some relatively simple 
ideas and a lot of luck, we were 
able to solve the problem by 
adding certain chemical 
solutions that guaranteed 


stability even while the polymer 
wuMbpai' 1 
Instead of the liquid 
electrolyte found in conventional 
models - the whitish liquid that 
sometimes leaks out of old 
batteries - Prof Searson’s team 
developed a geMlke polymer to 
conduct electricity. The final 


Plastic could change 
the design of 
everything from 
laptop computers to 
new cars 


model resembles a sandwich, ' 
with the electrolyte polymer 
spread between the cathode and 
anode slices. 

Now the biggest challenge is to 
increase battery life. 

Tito current model already 


generates three volts, which is 
comparable to lithium cells, but 
the charge capacity is still only 
one-fifth of that of the top 
batteries on the market today, 
Searson, however, b confident 
that further research and design 
improvements will bring his 
battery up to speed. 

“We are looking at another 
two to three years of 
development before we can ' 
commercialisatio n, 
we still have a way to go . . . 
but all our projections and 
calculations Indicate that this is 
a very viable technology,” he 
says. 

Plastic batteries would have a 
number of advantages. Because 
plastic can be moulded into 
virtually any shape, it could 
change the design of everything 
from laptop computers (no more 
bulky battery pack, it could 
simply be a thin sheet that 


inserts into the bottom) to cars 
(where it coaid be integrated 

into the body panels, freeing up 
engine space, while adding 
insulation reducing noise). 

Some tear that the biggest 
hurdle to overcome may be the 
battery sector Itself. “It Isa very 
conservative Industry," says Ken 
Hawk, chief executive officer of 
1-800-Batterles, a US battery 
di s trib uto r. 

“Manufacturers in Japan such 
as Sanyo* Sony and Toshiba have 
Invested heavily in lithium ion 
technology in the post few years. 

“If you have Just spent half a 
billion dollars to set up a 
state-of-the-art lithium ion plant, 
you are not going to want to 
■crap everything to produce an 
entirely new type of battery. I 
think at first it's going to be the 
smaller companies who are 
going to embrace this 
technology," says Mr Hawk. 


His remarks are echoed by 
Prof Jacob Joroe of the 
University of Rochester, New 
York: with the battery world 
nhnMt over lithium Ion, the 
all-plastic battery risks being 
squeezed out or Ignored. 

He says: “It Is a very attractive 
concept, but I think It has a long 
way to go before It can be viable 
in consumer applications, 
especially since most 
manufacturers are leaning 
towards lithium ion. 

“I myself think the lithium ion 
battery Is the battery of the 
future, and I can’t see the plastic 
cell having an Impact for a long 
time," he says. 

Still, interest in the Johns 
Hopkins battery Is growing, and 
Prof Searson finds himself 
ft aiding- requests for Information 
from all over the world. 

However, one enquiry from a 
researcher for the Iraqi 
government was politely turned 
down: with no X-ray-detectable 
components being used, there 
are fears that it could be used in 
the building of lightweight 
bombs, which, ironically, is close 
to their original intended use. 
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ARTS 




William Packer finds the work of 
Roger Hilton put in its proper context 


T he Tate at St Ives Is the 

most charming of onr 
newer public galleries, 
end as awkward as 
could be. Too rtw»ii , 
even in its entirety, for any 
exhaustive exhibition, and obliged 
in any case to inform some broader 
aspect of St Ives-related Modernism 
alongside any special display, the 
trick from the start has been how 
best to take advantage of its limita- 
tions. 

The circumstantial and practical 
soluti on, a rrived at by trial and 
error over the few years of its exis- 
tence, is now becoming dear. It is 
to occupy the brief circuit of its 
galleries not with small discrete 
displays, but with an Integrated 
show in which the particular artist 
or focus of attention holds a dis- 
tinct and central place. So it is 
with the present exercise, which 
has Roger Hilton at Its heart In 
the event R proves rather more 
fflmmnating and celebratory than 
any of the few shows devoted to 
him since his death. 

He died in 1975 at the age of 64- 
bed-ridden with peripheral neuri- 
tis, but stiff. at work. His alcohol- 
ism had been notorious and stiff 
dogs his reputation. Were he s tm 
alive, he would be with Frost and 
Heron one of the grand old mun of 
post-war St Ives. As it is he has 
been not so much forgotten as set 
aside; and yet in the 1950s and 
early ’60s he was as visible and 
important as any of them. His 
work was founded in recent Euro- 
pean abstraction, yet clearly 
responsive to the directness and 
simplicities of the new American 
Expressionism. 

The debate then. European or 
American, was about “Action 
Fainting”, and in 1957 Hilton wrote 
to the critic. Lawrence AHoway. 
who was writing articles around 
the subject "You see", he said, 1 
do not believe that it is action 
which is important If anything is 
important in connection with 
action painting it is the sort of 
marks made simply as marks ... In 
this only do I agree with the 
word . . . “action” for, of course, the 
act is its own meaning. But . . . the 


artist stands aside and allows the 
act to take place: It is , we hope, a 
natural event There can be only 
one meaning... to. a work of art 
and that Is the work of art itself... 
In this way the act makes the. 
meaning. The meaning could not 
precede the act ... I see art as an 
instrument of troth or it -is noth- 
ing.” , 

Such marks and meanings are 
the concern of every honest 
painter, 'whether consciously or 
intuitively. For Hilton the effect of 
such agonising was simply to make 
the matter overt, and the principle 
itself the actual subject- of his 
work. The result is a principled 
commitment to thp mark as it is 
made and the surface of the paint 
as. it is laid an, which accounts 
both for the perfunctory quality so 
often apparent In the work, and the . 
raw energy and visual excitement 
it generates. 


S o brave and exposed a 
position, ever at the very 
brink of feature, requires 
at once the sophistication 
of the Zen calligrapher 
and more than a little of his philo- 
sophical resignation and accep- 
tance. To one of a mare turbulent 
and tormented disposition, it can 
only mean despair and a certainly 
of failure, that same off-handed - 
ness dose to desperate defence. 
Hilton, even at his most magisteri- 
ally effective, which in despite of 
himself is ranarkably often, is the 
most anxious, and anxious-making, 
of painters. 

Even in his most abstract ;work, 
there is often to his imagery a htnt. 
of landscape, and always a quality 
of the organic or the geological, 
frequently in combination - the 
stability of a massive block, for 
example, complemented or con- 
founded by linear- improvisation 
and organic suggestion. In his 
more private work, represented 
here by drawings and sketchbooks, 
mostly from private sources, the 
imagery is almost entirely figura- 
tive, with a particular Interest in 
animals and. above all, the nude 
female figure. These are line 
things, humane, humorous, keenly 



Opera/Pierre Ruhe 


‘Pagliacci’ stands 
on its own 


‘Nude’, c-1950, by Roger HBtom his drawings are spontaneous, humane and keenly observed 


observed and yet entirely consist- 
ent with those over-riding, exigent 
principles of directness and imme- 
diacy. It was work of this kind, 
personal, spontaneous, exuberantly 
inventive, that sustained Hilton 
through his last years. 

The surrounding rooms set him 
in his place, for it is not as though 
be came from nowhere. The first 
room gives the two parallel strains 
of abstraction, before the war, the 
intuitive and Expressionist on the 
one hand (Wood, WaDjs, William 
Scott, Winifred Nicholson and 


Peter Lanyon) and the constructiv- 
ist on the other (Vantongerloo. 
Gabo, Marlow Mess and Mondrian), 
with Ben Nicholson who has a foot 
in both camps. The next gives us 
Hilton with his peers in the St Ives 
he found on his arrival in 1956 
(Frost, Wynter, John Wells, Paul 
Feller, Kart Weschke). 

But the most interesting room of 
all, his room apart, is the fourth, 
which gives a succinct account of 
European abstraction in the 19S0s, 
and of Hilton's consonance with 
artists as various as Bis si ere, 


Manessier, Poliakoff, Constant, 
Soulages and Pasmore. Frost, 
Heron. Adrian Heath and Sandra 
Blow are strongly represented by 
work of the period, and Hilton’s 
particular debt to William Scott 
and, most of all, that grievously 
neglected painter, the late William 
Gear, could hardly be mare clearly 
registered. 


Roger Hilton - the sketchbooks 
and related works: The Tate, St 
Ives, until April 26; supported by 
the Tate Friends St Ives. 


A t the Washington 
Opera’s opening 
night of the season, 
the audience first 
had to adjust to the teeming, 
overpopulated backdrop of 
Franco Zeffirelli's produc- 
tion of Pagliacci - drug-deal- 
ers and transvestites, roam- 
ing children and their 
worried mothers, rollerblad- 
ing teenagers that looped 
across the stage, set as a 
grimy Italian ghetto - before 
it could get to the singing; 

This production, shared 
with the Los Angeles Music 
Center Opera, initially raised 
concerns about the compa- 
ny's artistic logic and integ- 
rity. Yet doubts about the 
conception of Pas finer:, sit- 
ting alone on the pro- 
gramme, with a star tenor 
who was only seen on stage 
for about half an hour, 
proved ill-founded. 

What reversed expecta- 
tions was the singing of Pla- 
cido Domingo as Canio. 
Beginning his second season 
as the company’s artistic 
director, he was in excep- 
tional, penetrating voice, 
with dramatic intensity and 
ample power to project into 
the upper reaches of the 
Kennedy Center Opera 
House. In the first scene 
alone he was charismatic 
enough to shift attention 
away from the hundreds on 
stage and onto the drama. 

As Nedda. Veronica Villar- 
oel sang with increasing sup- 
pleness and a chestnut 
warmth. Gregory Yurisich, a 
gravel-voiced Tonio, and 
David Contessoto, as a 
sweet, lyrical Beppe, were 
both vocally memorable and, 
to Zeffirelli's credit, sharply 
delineated in character. 

The only real problem was 
the conducting of Leonard 
Slatkin, maestro of the 
neighbouring National Sym- 
phony Orchestra, malting his 
Washington Opera debut. 
Not a natural opera conduc- 
tor, be gave little support to 
the singers, with no plastic- 
ity in phrasing. The orches- 
tra was loud and heavy. 

Where Pag succeeded 
through an artistic self-confi- 
dence that verged on arro- 
gance. Romeo et Juliette, the 
second production heard a 
few days later, suffered from 
having no vision at alL Win- 


ton Dean's remark that 
Gounod's Romeo is “a succu- 
lent morsel for those with a 
sweet tooth" was con- 
founded by Giancarlo Del 
Monaco’s desiccated staging. 
Drab in outlook, dull in 
appearance, this new pro- 
duction was meaningless 
entertainment. It already 
looks moth-eaten. 

The only visual pleasure 
from Marika Carnl tl Bo Ilea's 
washed-out grey sets came 
with Juliette's quasi-reli- 

gious bed chamber. As the 
orchid-shaped curtain sur- 
rounding the bed-as-altor 
slowly opened, it was as if 

we were watching one of 
Georgia O’Keefe's sexually 
suggestive botanical paint- 
ings come to delicate, fragile 
life. 


P oor direction marred 
the singers' bolieva- 
bility, and the prin- 
cipals' voices did not 
blend well. As Romeo, Mar- 
cello Giordani was most 
impressive in his clarion, 
caramelly voice. Elizabeth 
Futral's Juliette, while 
light-footed and tender, had 
pitch insecurities at top and 
largely unsupported bottom 
nates. The Mercutio. Manuel 
Lanza, and Capulet, Stephen 
Morscbeck. were robust in 
delivery. The conductor, Ber- 
trand de Billy, highlighted 
the balletic gestures in the 
score, and he followed the 
singers well. 

Out or the blues and greys 
appeared the young mez- 
zo-soprano Margaret Latti- 
more as Stephono (Romeo's 
page, not one of Shake- 
speare's characters), who 
easily provided the evening's 
best singing. Attractive, 
bright and accurate, she had 
agility and warmth for her 
aria “Que fais-tu. blanche 
tourterelle" 

With 95 per cent capacity 
through subscription sales, 
the Washington Opera has 
proved itself popular and 
capable of mounting signifi- 
cant productions. The prob- 
lem so far this season is that 
it has poured all its 
resources into one 70-minute 
opera, to the detriment of its 
second production. One 
must hope the rest of the 
season does not suffer in the 


samp way. 


O n Sunday night, 
Barbara Cook 
celebrated her 
70th birthday at 
the Albert HalL You can 
imagine all the surrounding 
taradiddle: a three-tier cake 
by Jane Asher, Michel 
Legrand giving us acres of 
music locked in perpetually 
sugary climax, and Maria 
Friedman gracelessly 
representing the Me - 
generation at its most 
brattish. Mercifully, Sian 
Philips made a brief and - - 
gracious speech, and Elaine 
Stritch gave us a “Broadway 
Baby” of memorable 
vehemence and a 
wonderfully framy duet 
with the star of the evening. 

But the core of the 
evening was Cook herself; in 
particular, her singing. A 
few supreme artists show 
us, once the athletic 
brilliance of youth is over, 
the true grace that always 
underlay their prowess. 
Listening to Cook at 70, 1 
recalled the performances 


Concert/AIastair Macaulay 





“ 


A great singer to the core 


here in 1995 by Mikhail 
Baryshnikov: he, in tbe 
simplest movements, 
revealed - more 
transpartingly than ever, in 
Us mid-40s - the 
mesmerising beauty that 
had once welled up through 
the unparallelled virtuosity 
of his performances in the 
1970s. Cook was a great 
singer before I was bom, 
and she stQl is. It is 
fascinating to hear how the 
-voice itself has changed. 
Where once was youthful 
. bloom, now there is 
multi-face ted ripeness. Some 
singers (such as Elisabeth 
Sch umann) get stuck in a 
perpetually girlish soubrette 
sound; but .Cook’s voice - 
which began that way, with 
c a p ti v atin g radiance - has 
(like Adelina Patti’s) 


mellowed. Although she can 
stm go securely above the 
stave, the top of her voice is 
no longer her fortune - 
whereas the middle of her 
voice, especially in the last 
ten years, has grown fuller 
and richer. Her diction, 
always pellucid, seems more 
natural than ever. 


D iction - or, 
rather, 

communication — 
is perhaps the 
key to her greatness. It 
explains why, for all her 
warmth and cahn pleasure 
in performance, she Is stiff a 
peculiarly unco m pro m ising 
artist. The voice is so placed 
that you hear her face. 

When another singer would 
either blur an "ee" or “oo" 
vowel to give it less edge 


and more cover or would 
dbumge the dynamic 
emphasis to make the note 
more comfortable or pretty. 
Cook shirks nothing: she 
gives you both the vowel 
and tbe note with absolute 
precision, and shows you 
their place within the 
architecture of the whole. 
And so - as with Lotte 
Lehmann -you hear both - 
the acrid and glowing parts 
of the voice; you hear a 
complex human being who 
can both take us inside her 
own emotions and can take 
joy in tiie world around her. 

Taking a hackneyed sorter 
like “In the Surrey with the 
Fringe on the Top", she 
makes it mint-fresh: lays 
bare its trotting rhythm, 
relishes its Southern 
gallantry, and releases all 


its jde de more. Taking a 
classic like "Bill” from 
Jerome Kern’s Showboat 
she makes it more inward 
than ever, and draws you 
back as if for tbe first time 
to its problems with 
communication, as in the 
several times she says “I 
can’t explain" and “I don’t 
know”. Tbe poignant 
intimacy of “This nearly 
was mine" (from South 
Pacific), especially the 
perfectly, lightly etched 
lines about “paradise”, was 
delicacy itself. 

And yet at the same time 
she also emphasises pure 
music. The sculpture of 
every phrase - in cleanness 
of attack, fluency of 
portamento, brio of rhythm 
- is always changing. The 
rhythm and phrasing of 


“Bill”, as in the softly 
bouncing FQr Etise phrases 
in “Bill” that bounce up and 
down between two 
neighbanring notes, are 
incomparable. She leads into 
“Accen t uate the Positive” 
like a gospel singer, and 
then builds it into a virtuoso 
display of rhythm, slicing 
out a downward arpeggio 
like a mighty chime of bells. 

By this point, the Barbara 
Cook experience has become 
one of bewildering 
complexity: pure music and 
also pure communication, 
innocence and also 
experience, age and also 
youth, inward reflectiveness 
and outward energy, 
brightness and darkness 
too. But bow simple she 
herself is. For her second 
encore, she had the 
amplification switched off 
and sang quietly, drawing 
the audience into her own 
stillness. At 70, amid the 
rattling vastness of the 
Albert HalL Barbara Cook is 
more herself than ever. 



Placido Domingo: in splendid voice as Canio 



28 , 29 


Sunday 


■ BERLIN 

OPERA ' 

Deutsche Oper 
Tel: 49-30-34384-01. 

• Aida: by VerdL Staged by 
Gfitz Friedrich, with sets and 
costumes by Pet Hal men; Nov. 28 

• Madame Butterfly: by Puccini 
Staged by Pier Luigi Samaritan! ; 
Nov 25 


OPERA 

Lyric Opera of Chicago 
Tel: 1-312-332 2244 
wwwjyrtoapera.org 
Amistad: world premiere of 
Andrew Davis’s new work about 
the 19th century anti-slavery 
campaign. Dermis Russell Davies 
conducts a production by 
George C. Woolfe; Nov 29 


Teh 44-171-832 8300 
The Magic Flute: by MozarL 
Nicholas Hytner's production, 
revived by David Rttch mid 
conducted by Christopher 
Moulds; Nov 25 , 29 


TeL 34-1-337 OIOO 
Orchestra National de France: 
conducted by Pinchas Steinberg 
in works by Berlioz, R. Strauss 
and Liszt With piano soloist 
Janis Vakarefe; Nov 29 


AMSTERDAM 


exhibitions 

Rijksmuseum 

Tel: 31-20-673 2121 . 

Medieval illustrated histories: the 
Hausbuch and its Master. 
Drawings, prints and a panel 
painting by the Master of the 
Amsterdam Cabinet, including 
the 64 sheets of the Hausbuch, 
illustrating court life in the late 
Middle Ages. The b ook h as been 
taken apart for restoration, 
providing this first and last 
opportunity to view it in this way, 
to Jan 18 


■ BIRMINGHAM 

CONCERTS 

Symphony Hail 

Teb 44-121-212 3333 

The Royal Opera: The Pilgrim's 

Progress, by Vaughan Williams. 

Concert performance, conducted 

b/Richard Hkikbx; Nov 30 


LONDON 


CHICAGO 


■ BELFAST 

DANCE 

Belfast Festival 

TeL 44-1232-665 577 
Merce Cunningham Dance 
Company. Ocean. Inspired by- 
James Joyce, this last' • •; 

collaboration of the 
choreographs' with John Cage 
features 15 dancers, 112 ... 
musicians and an electronic - 
score; Waterfront Hail; Nov 27, 


EXHIBITIONS 
Art Institute Of Chicago 
Teb l -31 2-443 3600 / 
www.artfc.edu 
• Irving Penrw A Careerin' 
Photography 150 prints, from 
every stage of Penn's career. 
Includes fashion photography, 
portraits of tbe rich and famous, 
and ethnographic aeries. The 
ejtfifbition will travel to Europe 
. arid Japan; to Feb 1 • . ’ 

■ • .The Modem Midwestern 
Landscape: Gertrude Kuharid . 
: Franz Ljpp. Examines the' 
contrasting careers of these two 


CONCERTS 
Barbican Had 

TeL 44-171-638 8891 

• The Sibelius Cycle: Sir Colin 
Davis conducts the London 
Symphony Orchestra in a 
programme comprising 
Symphony No. 6, Symphony No. 
7, and tbe Violin Concerto with 
soloist Anne-Sophte Mutter; Nov 
26,27 

• The Sibelius Cycle: final 
concert of the series. Se CoBn 
Davis conducts the. London 
Symphony Orchestra in a 
programme including the KuUeivo 
Symphony. With soprano 
Katarina Dalayman, baritone 
Peter Mattei, and the Helsinki 
University Choir; Nov 30 


THEATRE 

Lyric Theatre, Shaftesbury ^ 
Avenue 

TeL 44-171-494 5045 
Cyrano de Bergerac: by Edmond 
Rostand, translated and adapted 
by Anthony Burgess. West End 
transfer of the RSC production, 
starring Antony Shar and 
directed by Gregory Doran; 
opens tonight 


DANCE 

Teatro Real 

Teh 34-1-51 6 0600 

The Royal Ballet The Sleeping 

Beauty, In a staging by Anthony 

Dowell, with designs by Maria 

BJomson; Nov 28, 29, 30 


Opera National de Paris, Op6ra 
Bastille 

Tel: 33-1-4473 1300 
Der RosenkavaJien by Strauss. 
New production conducted by 
Edo de Waart in a staging by 
Herbert Wernicke. Cast includes 
Renee Fleming, Susan Graham 
and Barbara Bonney; Nov 26, 29 


Wagner and Bizet; 
Nov 25 


VENICE 


■ SAN 
FRANCISCO 


■ LOS ANGELES 

CONCERTS 

LA. Opera, Dorothy Chandler 
Pavilion 

Tel: 1-213-972 8001 
www.fcopara.org 
Los Angeles Philharmonic: 
conducted by Lawrence Foster in 
works by Mozart and Ravel; Nov 
28, 29, 30 


■ NEW YORK 

DANCE 

New York City Ballet, New 

York State Theater 

Tel: 1-212-870 5570 
Opening Night Benefit the first 
night of the season will be the 
farewell performance of Merrill 
Ashley, retiring from the 
company after 31 years; Nov 25 


architects from the 1930s to the 
1970s. Includes around 70; 

drawings and photographs; Kisho 
Kurakawa Gallery; ends on 


EXHIBITIONS 

National Portrait Gallery 

Teh 44-171-3060055 

Bruce Weber first major museum 

retrospective devoted to Weber’s 

portraits, this show Includes 

some 200 prints; to Fab 15 


OPERA 

L A. Opera, Dorothy Chandler 
Pavilion 

Tel: 1-213-972 8001 
www.laqpera.org 
Countess Maritza: by K&nrrin. 
Premiered In Santa' Fe this 
summer, this lively production by 
Unda Brovsky stars Ashley 
Putnam and is conducted by 
John Crosby; Nov 25, 29 


OPERA 

Metropolitan Opera, Lincoln 
Center 

Teh 1-212-382 6000 
wwwjnefopera.org 

• La CJemenza di Tito: by 
MozarL Conducted by James 
Levine In a staging by 
Jean-Pfenre Ponnelle. Cast 
Includes Anne Sofle von Otter; 
Nov 26,29 

• The Rake's Progress: by 
Stravinsky. New production by 
Jonathan Miller, conducted by 
James Levine. Cast Includes 
Samuel Ramey; Nov 28 


OPERA 

San Francisco Opera, War 
Memorial Opera House 

Tel: 1-415-864 3330 

wwwfcfrjperacom 

• Eugene Onegin: by 
Tchaikovsky. Yuri Temirkanov 
conducts his 1980s Kirov Opera 
production, with a cast including 
Anthony Michaeis-Moore and 
Elena Prokina (replaced by 
Nicolle Foland on Nov 29}; Nov 
25, 28, 29 

• Felfcas et Me&sande: by 
Debussy. Conducted by Donald 
Runnides in a production by 
Colin Graham. Frederica von 
Stade and Simon Keenlyside sing 
tiie title roles; Nov 29 

• Rigdetto: by Verdi. 

Conducted by Patrick Summers 
in a production by Mark Lamos, 
with sets by Michael Yeargan; 
Nov 26, 30 


EXHIBITIONS 
Fondazione Giorgio Ckii 
Tel: 39-41-528 9900 
Venice - from State to Myth: 
beginning with symbols of 
authority such as Carpaccio's 
great Winged Lion of St Mark, 
ranging across maps and 
portraits of the doges and 
Venetian nobels from tiie 16th 
through the 17th and 18th 
centuries, to a section devoted to 
the great 19th century travellers: 
ends on Sunday 


TV AND RADIO 


• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 


EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 


OPERA 

Engfiah National Opera, 
London CoBsaum 


■ MADRID 

CONCERTS 
Auditorio Nacfonai 


■ PARIS 

OPERA 


■ TOKYO 

CONCERTS 
Suntory Hall 
Teh 81-3-3289 9999 
Chamber Orchestra of Europe: 
conducted by Emmanuel Krtvine 
in works by Ravel, Strauss, 


• NBC Europe 
10.00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Times Business 
Tonight 


• CNBC 

08J3Q: Squawk Box 
1000: European Money Wheel 
18 . 0 ft Financial Times Business 
Tonight 
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Personal View • Chakravarti Rangarajan 

Unfinished business 


India needs to 
deepen and 
broaden reforms 
of its financial 
system 

The last five 
years consti- 
tute an Impor- 
- tant juncture 
in India's his - 
■tory. The 



fmarirrai system has under- 
gone very dramatic changes 
in two areas - in the con- 
duct of monetary policy and 
in relation to financial sector 
reform. The first stage is 
now over. More changes will 
follow under my successor. 

The most important 
achievement during this 
period has been that mone- 
tary policy has emerged as 
an independent tool of eco- 
nomic policymaking - and 
has been recognised as such. 
Inflation has fallen to 
unprecedented levels: the 
year-on-year inflation rate 
was 3.2 per cent at the start 
of November. Interest rates 
have also come down again 
to the lowest levels of the 
past decade. 

It is very often said that 
monetary policy yields 
results only if it is pursued 
consistently over time. I 
believe this is what has hap- 
pened in India. With the sup- 
port of the government the 
old system of issuing trea- 
sury hills ad hoc - effec- 
tively printing money to 
meet the fiscal deficit - has 
been eliminated. This has 
made it possible to conduct 
an independent monetary 
policy. 

Right from the start I felt 
there was a need to clarify 
the objective of monetary 
policy. Regulating money 
supply in line with expected 
increase in real output is the 
best way to ensure a reason- 
able degree of price stability. 
It is not so much institu- 
tional autonomy as clarity of 
objective that is crucial. 

The task now is to build a 
consensus in the country 
that the important responsi- 
bility of the central bank 
should be to maintain price 
stability. It is the most 
enduring way of bringing 
about sustained increases in 
growth. The common percep- 


tion that there is a conflict 
between price stability and 
growth needs to be changed. 
People must be convinced 
that growth cannot be 
bought by inflation. Once 
that acceptance is achieved 
it Will make the R ank 's task 

much easier. 

Could we have done things 
differently? The speed of 
reform could have been 
changed but at the same 
time we had to carry with ns 
a large number of people. 
One could not have pushed 
some of these things ahead 
of their time. 

Perhaps some reforms 
with regard to the banking 
sector could have been intro- 
duced earlier. But tf you look 
at the financial sector I 
think we have come a long 
way. The deregulation of 
interest rates has gone much 
beyond what countries like 
Japan had until just a few 
years ago. 

Financial sector reforms 
have concentrated on 
improving the policy envi- 
ronment. bringing greater 
transparency and injecting 
competition into the system. 
The introduction of pruden- 
tial norms, capital adequacy 
and Income recognition has 
been an important develop- 
ment New h anks in the pri- 
vate sector have come Into 
existance. 

All of this contributes to 
the strength of industry. The 


first stage is now over. In 
the second stage, banks and 
financial institutions will 
have to emphasise organisa- 
tional efficiency. It must 
emphasise improvement in 
their functioning as commer- 
cial organisations. To do this 
public sector banks need 
autonomy. Being state 
owned can create certain 
constraints that get in the 
way of speedy decisions. We 
need to take care of this if 
state-owned banks are to 
compete effectively. 

We have taken the first 
few steps in this regard but 
more needs to be done. Some 
state-owned banks have 
gone to the market and 
raised funds. This results in 
a change in their account- 
ability and responsibility. 
Being majority state owned 
could put certain additional 
responsibilities on a hank. 
But nonetheless the respon- 
sibility of these institutions 
to give their shareholders an 
appropriate rate of return 
will continue. 

Financial sector reform 
can be pursued in a number 
of different directions. One is 
deepening where we have 
already introduced changes. 
In other segments of the 
financial sector the basic lib- 
eralisation effort is yet to be 
made. We need to develop 
active markets. This is one 
area that has received con- 
siderable attention in my 
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Rangarajan: needed to clarify the aim of monetary policy 


last two credit policy 

annniitiinmBn ta 

A number of changes have 
been made already in rela- 
tion to the three important 
markets - the government 
securities market, the call 
money market and the fores 
market. In the area of for- 
eign exchange manflgr pm fl Tit 
we have taken steps in a 
very systematic way. The 
foreign trade regime has 
extended reduction in tariff 
rates and removal of quanti- 
tative controls. And we have 
moved speedily from a dual 
exchange rate system to a 
unified market determined 
rate. We can now introduce 
capital account convertibil- 
ity to measured steps. 

The committee we 
appointed has been given a 
three year time-frame. It 
may be a little more than 
three years. We need to put 
in place appropriate systems 
to monitor the impact of 
these measures on the cur- 
rency. It will also depend on 
the global economic scene. 

if there is not much turbu- 
lence it will be easier to 
move to current account 
convertibility in a smooth 
way. What the recent tur- 
moil has taught us is not so 
much whether current 
account convertibility 
should be Introduced but the 
kind of areas that need to be 
watched - the current 
account deficit as a propor- 
tion of gross domestic prod- 
uct and the ratio of 
short-term to long-term debt 

Low interest rates and low 
inflation give greater man- 
oeuverability with respect to 
the conduct of monetary pol- 
icy. It should be possible for 
my successor to move for- 
ward changes in Bw admin- 
istration of monetary policy. 
We all know a low inflation 
rate provides the best base 
on which to build market 
reforms. I think necessary 
changes could be brought 
about In the instruments of 
monetary policy and the 
functioning of markets. 

The author was governor q f 
the Reserve Bank of India 
from 1992 tmtU this week and 
an architect of India’s r efor m 
programme. This month he 
becomes governor of the state 
of Andhra Pradesh 
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Israeli peace with neighbours 
not answer to Iraq/Iran threat 


From Lord Stone. 

Sir, David Gardner has a 
convenient cast of villains to 
blame for US policy “fail- 
ures" in the Middle East 
(“The shifting sands”. 
November 19). but misses 

the point 

If Israel bad never existed, 
if it ceased to exist, or if it 
achieved peace with all of its 
neighbours, the dictators 
who rule Iraq would not be 
transformed into liberal 
democrats and the religious 
zealots who role Iran would 
not abandon their quest for 


nuclear weapons. The funda- 
mentalists who oppose the 
reforms of Hosni Mubarak, 
Egypt’s president, by killing 
tourists would not begin to 
use peaceful demonstrations 
to put their case. Regional - 
problems would remain 
much the same. Powerful . 
states, driven- by hegemonic- 
ambitions, would continue 
to threaten their weaker 
neighbours and build up 
their n on-conventional 
arsenals, while the interna- 
tional community dithered 
over appeasement 


Britain the US have 
tried to build a bulwark for 
the region and the interna- 
tional community through 

the du a l mn t? inm en t Iran 
and Iraq. It is a policy that is 
ogQBwWni jot the time being 
and morally Justifiable. The 
arming of Iran and Iraq with 
nuclear, rh°r T,, ' r ” 1 and bio- 
logical weapons under any 
circumstances does not bear 

thinking about 

Stone of Blackheath, 

House at Lords, 

London SW1A OPW, UK 


HK reserves already transparent 


From Mr James H. Lou Jr. 

Sir, I refer to the letter 
from Professor Steve 
Hanke's (November IS) 
which was headlined 
“Reserves transparency 
would cut HK dollar specula- 
tion". I would like to make 
two observations on the dis- 
closure of foreign currency 
reserves of Hong Kong. 

First, the Hong Kong Mon- 
etary Authority does 
announce every month (a) 
the settled position for Hong 
Kong’s foreign currency 


reserves, and (b) the position 
fnrfnrfing the net forward 
transactions to be settled. 
There is therefore full trans- 
parency on the underlying 
position. 

On the frequency of disclo- 
sure erf foreign currency 
reserves, monthly release is 
already meeting fully the 
requirement of the special 
data dissemination standard 
which International 
Monetary Fund introduced ' 
last year to enhance . 
transparency in economic 


and financ ial data. 

We do not have plans to 
move to daily disclosure as 
daily figures tend to fluctu- 
ate considerably and may 
said misleading signals to 
the market 

James H. Lau Jr, 
deputy chief executive 

(acting), 

Hong Kong Monetary 
Authority, 

30th Floor, 

3 Garden Road, 

Hong Kong 


Airbus solution lies in marketplace 


From Mr Ron Woodward. 

Sir, We at Boeing very 
much agree with the conclu- 
sions drawn in your editorial 
“Flight support" (November 
IS). It is apparent to us that 
Airbus partners like BAe 
and Daimler-Benz possess 
the resources to fund com- 
mercially viable aeroplane 
programmes without 
recourse to the public purse 
We also support your view 
that the prime minister 
should signal his preference 
far “commercially based" 
restructuring in the 


aerospace industry. 

However, 1 must point out 
that contrary to the implica- 
tion of your leader, US gov- 
ernment support for defence- 
related projects does not 
cross over into the civil 
realm. On the contrary, the 
flow most recently has been 
in the opposite direction. If, 
however, such “indirect" . 
support did occur, it would 
flow equally to Airbus: three 
of the four Airbus partners 
are leading defence contrac- 
tors. 

That aside, we fully sup- 


port your point that the 
aerospace industry should 
“pay its own way". Across 
industry, the historical 
record is dear subsidies dis- 
tort the market and hinder 
competition. Better for all if 
the best business, with the 
beat products, can win in the 

global marketplace. 

Son Woodward, 
president, 

Boeing Commercial 
Airplane Group, 

Seattle, 

Washington, US 


Gold finds much favour in the east 


From Mr Robert Catto. 

Sir. I was fascinated to 
read Lex's assertion (“Gold, 
November 15-16) that “Gold 
may not have reached rock 
bottom but there cannot be 
far to go”. He also main- 
tained that, fortunately, 
most private investors in the 
west no longer hold gold. . 

Indeed, it would appear 
from reading reports tn the 
FT that hedge fund manag- 
ers, producers and central 
banks have been actively 
selling precious metal short 


Given that daily turnover in 
the London bullion market 
has reached $i3.6bn there 
has clearly been substantial 
buying. 

Can it really be that only 
investors in the east believe 
gold has a role as a long- 
term store "of value? Cer- 
tainly, Indonesians and 
Thais are among those who 
will have found holding gold 
more rewarding than either 
equities or cash on deposit 
during recent months. 

Perhaps investors in Rus- 


sia and Estonia (or even Bra- 
zil and Argentina) are begin- 
ning to consider gold's 
advantages while the great 
wave of currency weakness 
sweeps the emerging econo- 
mies. 

After all, it Is a brave 
investor who holds all his 
reserves in US dollars at cur- 
rent levels. 

Robert Catto, 

13 Upper Phillimore 
Gardens, 

London W8 7HF, UK 


damage in 
Japan with 
warrants 

From Mr Edivanl Chancellor. 

Sir, Having pondered 
the Japanese financial crisis 
I think I may have found a 

solution. The Japanese 

bonks need to sell their 

shareholdings in other com- 
panies in order to improve 
their capital position. They 
cannot all sell their shares at 
once as this would result in 
the stock market tumbling 
(what is known as the pris- 
oner's dilemma). 

On the other hand, 
because of public opinion, 
the Japanese government is ^ 
reluctant to spend taxpayers 
money to bail out Uu* banks. 
The result is an impasse 
which threatens an eco- 
nomic crisis in Japan and 
throughout the Far East 
with a knock-on effect on the 
US and European equity 
markets. What your lender 
of November 22 calls “the 
curse of contagion". 

There is, in fact, a simple 
way to relieve the banks of 
their equity holdings at 
little, if any. cost to the Jap- 
anese government. The 
authorities should buy the 
banks’ shareholdings and 
issue warrant bonds which 
carry the option to convert 
into the Nikkei index at 
some premium to its current 
level. 

As these bonds would be 
guaranteed by the govern* 
ment and the current yield 
on Japanese long-term bonds 
is little over 2* i per cent, the 
yield on these new bonds 
would be minimal. The gov- 
ernment would retain the 
banks' former shareholdings 
until the stock market liad 
risen to the conversion level 
of the warrants, when the 
shares could either be sold 
or simply transferred to the 
warrant holders. 

Those with longjsh memo- 
ries will remember that the 
“bubble economy" of the 
1980s was fuelled by Japa- 
nese companies issuing war- 
rant bonds with a low (some- 
times negative) cost of 
capital, which resulted in 
excessive capital expendi- 
ture. 

Now warrant bonds have 
an opportunity to redeem 
the damage they have done. 

It is a case of the hair of the 
dog that bit you. 

Edward Chancellor. 

Dairy Cottage, 

Chil combe. 

Nr Bridport, 

Dorset DT6 4PN, 

UK 


The prospects for US-led multilateral trade talks are not as 
bad as they seem, says Jagdish Bhagwati 

Think big, Mr Clinton 


B ill Clinton’s recent 
rout in the US Con- 
gress over fast- 
track trading 
authority came at a particu- 
larly bad time. Leaders of 
the Asia-Pacific region are 
meeting in Vancouver just 
when Aslan countries are 
needing to boost exports dra- 
matically in order to grow 
out of trouble. In these cir- 
cumstances, the world 
requires US leadership in 
pushing for free trade more 
than ever. 

But haven't Mr Clinton's 
trade troubles with the Con- 
gress ruled that out? The 
answer is no - at least not 
for a future president 
Even though Mr Clinton 
himself was only playing 
public relations when he 
defiantly promised his foes 
in Congress that he would 
try again, he was basically 
right: fast track - and by 
extension US leadership in 
multilateral trade - is not 

beyond presidential reach. It 

is true that U may be beyond 
him now and later - espe- 
cially if the Asian turmoil 
widens and temporarily 
strengthens the hand of 
some openly protectionist 
members of the Congress. 
But when the crisis has been 
contained, as it eventually 
will, matters will change. 
The prize remains within the 
presidential grasp if. the 
deeper “systemic” causes of 
his failure are understood. . 

There were many aspects 
of the fast-track defeat that 
were specific to President 
Clinton. As he sensed defeat, 
he lost his amiability, and, it 
seemed, his political touch. 
But what brought the vote 
in Congress so close in the 
first place was not a sudden 
outbreak of protectionism 
which, as all empirical 
studies show, is hard to sell 


in times of general economic 
prosperity and the elevation 
of the US to the status of top 
dog on the street of world 
competitioh- 

Rather, it had to do with 
the president’s fundamental 
error in interpreting the true 
meaning -of the passage of 
the North American Free 
Trade Agreement (Nafta) 
through Congress. The presi- 
dent had clearly inferred 
wrongly from his heroic 
Nafta struggle and success 
that he could -always get his 
way in Congress on trade, no 
matter what! 

Instead, Nafta bad been a 
. Pyrrhic victory, changing, 
the US trade scene for the 
worse and making the pas- 
sage of future trade liberalis- 
ation. especially with devel- 
oping countries, 
immeasurably more difficult 
than before. 

By equating what was 
essentially a bilateral, pref- 
erential trade agreement 
between' the US -and Mexico 
with, multilateral non- 
discriminatory free trade 
almost worldwide, the presi- 
dent (and George Bush 
before him) had reduced the 

Now that Nafta 
has left this 
legacy, any 
president seeking 
fast track will 
have to deal with 
these new lobbies 
that seek linkage 
to trade treaties 


issue of free trade, with its 
expansive promise, to a 
petty leveL 

In seeking fast-track 
authority without linking it 
to a compelling objective, 
such as Sir Leon Brittan’s 
“millennium round" idea for 
discussing global trading 
issues ’ and the worldwide 
freeing of trade, the presi- 
dent came across as Inter- 
ested only In a pettifogging 
agenda such as the exten- 
sion trf Nafta to Chile. As his 
former ' ■ adviser George 
Stephanopoulos virtually 
said, most Democrats failed 
to see why they were being 
taken to the trade well 
again, for prizes so small 

But if Nafta damaged fast 
track by making petty and 
discriminatory freeing of 
trade look like the real thing 
and by setting US trade 
ambitions so low as to 
appear hardly worthwhile, it 
also served to bring on to 
the agenda a whole host of 
new trade-unrelated lobbies 
(comprising mainly environ- 
mentalists, unions and 
human rights activists). 
These lobbies would afflict 
all future liberalisations. 

The problem with bilateral 
trade deals is that those who 
appose the freeing of trade 
will use any warts of the 
partner country to turn it 
into a stick to beat up the 
trade treaty with. 

Thusv with - Mexico, the 
state trf its democracy and 
the ; dominance and corrup- 
tion of the governing Institu- 
tional Revolutionary party, 
became a reason for denying 
Nafta: sordid Mexico's appar- 
ent environmental . degrada- 
tion. and neglect of labour 
standards: Soon, these had 
become' “trade" issues and 
then, in- short order, precon- 
ditions for freeing <rf trade. 
-Equally, the tear of trade 


with poor countries became 
politically salient in the US 
largely because of Nafta. The 
sight of impoverished Mexi- 
cans crossing the Rio 
Grande and fears of their 
effect on real wages fuelled 
in turn the fear that Nafta 
would do the same indirectly 
through freer trade. 

By contrast, the Uruguay 
Round of multilateral trade 
negotiations had the direct 
advantage of moderating, 
even preventing such 
focuses of concern by diffu- 
sion oyer a wider area: there 
were simply too many coun- 
tries and too many issues. 

Now that Nafta has pre- 
dictahly left this legacy, any 
president seeking to a fast 
track will have to deal with 
these new lobbies that seek 
linkage to trade treaties. But 
this leaves the politics 
divided between the Republi- 
cans who will properly not 
have linkage - for it creates 
new obstacles to trade when 
trade treaties should elimi- 
nate them - and the Demo- 
crats who wish more of it 

The only solution is f Qr 
the Democrats to be brought 
on board by diverting these 
lobbies away from the trade 
agaida and to devise alter- 

fwLS 5 ° f dancing 
then beUefc. This. Mr Clin- 
ton failed to do. 

it Wesson is clear. The 
US s chances of exercising 
leadership on trade win 
involve raising th e presi . 

to proeress 
£15“ r CTand * mult fiateral 
trading front. And the trade- 
unrelated lobbies wil] have 
to be satisfied in other ways' 
that are credible. Both are 
eminently achievable. 

The author is the Arthur Leh. 
man professor of economics 
yJ£ Umbia Unfwrsi ^. New 
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China and 
Asian flu 


Asian fin is proving more 
contagions than initially diag- 
nosed. China is the only coun- 
try in the region which seems 
so far to have escaped its 
effects. But it is too early to 
issue a clean bill of health. 
Asia's troubles are threatening 
China's trade performance, and 
therefore growth. How China 
responds will help determine 
how much further the diggaga 
has to run. 

The Asian crisis will affect 
Chinese exports in two ways. 
First, over 11 per cent of China's 
exports go to countries which 
have been affected by the crisis. 
Second, these countries are also 
direct competitors with China 
in several markets. Their deval- 
uations will make thpm consid- 
erably more competitive. 

This is particularly important 
for China, because it is relying 
on trade performance for its 
economic growth. Exports have 
been growing at an annual rate 
of 23 per cent this year. Mean- 
while, the domestic economy is 
stagnating. If exports weaken, 
China's growth, already slow- 
ing, could be badly hit 

China cannot afford this. The 
country is facing serious struc- 
tural problems, which it is only 
just starting to tackle. In partic- 
ular, it is burdened with a huge, 
poorly-performing state enter- 
prise sector, and a badly-run 
banking system, which has a 
legacy of bad debts from 
directed lending to the state- 
owned enterprises. China's pol- 
icy of gradual reform can work. 


but only if growth remains hi gh 
enough to keep the state-owned 
enterprises above water. 

The logical conclusion seems 
to be that the yuan should 
devalue. But for the moment at 
least, this would not be wise. A 
devaluation now could be 
highly destabilising, not just for 
China, but also for Hong Kong 
and for the rest of the region. 

And a devaluation may not 
actually be necessary. China's 
real exchange rate is not as Ear 
ont of line as recent events 
might suggest In early 1994, a 
devaluation of the yuan saw it 
lose one-third ol its value 
against th»» us dollar, at a 
when other Asian currencies 
were stable. The Asian devalua- 
tions this year are, in part, a 
belated response to this. 

The Chinese reaction to the 
Asian crisis should be to boost 
growth in other ways. The 
authorities have already cut 
Interest rates once since the 
start of the crisis, but with 
inflation dose to zero the real 
interest rate remains hi g h awi 
there is certainly scope far far- 
ther cuts. This could help stimu- 
late the domestic economy. 

Furthermore, China’s huge 
supply of cheap labour, and its 
ability to attract foreign invest- 
ment, remain real strengths. 
The authorities must now, more 
than ever, work to encourage 
new investment 

China could yet escape Aslan 
contagion, though a period of 
slightly slower growth may be 
inevitable. 


ANC on trial 


It is not only Winnie Mandela, 
former wife of the South Afri- 
can president, who is coming 
under scrutiny before South 
Africa’s Truth and Reconcilia- 
tion Commission. The leader- 
ship of the African National 
Congress also has some awk- 
ward questions to answer. 

Despite the misgivings that 
greeted its creation, the com- 
mission is serving the country 
well. By offering amnesty in 
return for full disdosure and 
genuine contrition, it has 
exposed the horrors of the 
apartheid era in a way that 
would not have been possible 
through the courts. It win help 
to exorcise them. But the dan- 
ger now is that the commission 
is being used by those manoeu- 
vering for power in the ruling 
party in advance of next 
month's leadership elections. 

Mrs Mandela, who has 
already been found guilty in 
court of kidnapping a youth 
who was subsequently killed by 
her supporters, is accused of 
having direct knowledge of 
many more murders during the 
struggle to overthrow apartheid. 
In most countries, the convic- 
tion alone would disqualify her 
from office. Yet in spite of it. or 
perhaps even because of it, she 
remains popular with radical 
members of the ANC. She has a 
real chance of being elected dep- 
uty leader of the party, and 
eventually deputy president of 
South Africa. 


For the first time since allega- 
tions about Mrs Mandela and 
her supporters surfaced, there 
seems to be a sustained effort 
by the ANC to reveal the truth 
about a sordid affair. It is 
encouraging once silent wit- 
nesses to speak out Had they 
been available whan her case 
first came to court the outcome 
might well have been different 

For her part Mrs Mandela 
will use the commission hearing 
not simply to mount her 
defence, but to pursue her popu- 
list cause in the party. She 
stands far a more radical trans- 
fer of resources to the black 
population, and redistribution 
of land and wealth. It is a plat- 
form which is certainly popular, 
as South Africa struggles to 
meet the aspirations of the 
black majority without jeopar- 
dising its economy. 

Both sides are seeking politi- 
cal mileage from the Truth 
Commission. This is wrong. If 
the ANC leaders want to scotch 
Mrs Mandela's candidacy, they 
should do so in the political 
arena on the basis of their 
record in office. The allegations 
against Mrs Mandela should be 
tested in the courts. Her politi- 
cal platform should be tested at 
the party congress. If the ANC 
leadership attempts to destroy 
her reputation further via the 
Truth Commission, it will not 
only undermine the integrity of 
that body, but weaken its own 
political position. 


Clinton's Bill 


Last week brought a stark 
illustration of the problems fee- 
ing America's health care sys- 
tem. President Bill Clinton 
unveiled plans for a “bill of 
rights" for consumers - to cat- 
calls from all sides. 

A modest enough measure, it 
provides certain rights to infor- 
mation from the health insur- 
ance plans which cover most 
Americans and gives some guar- 
antees of adequate provision 
and direct access to specialist 
care. In addition, it offers a 
degree of continuity of care 
when people switch insurance 
plans involuntarily. It proposes 
an appeal to an independent 
body if a plan refuses treatment 
• reimbursement. 

Republican leaders in Con- 
gress promptly denounced the 
move. They argued that govern- 
ment control of health “will 
only make things worse" and 
accused the president of trying 
to get in through the back door 
the health reforms he foiled to 
get adopted in 1994. America's 
more free market health insur- 
ers damned the proposal as 
one step closer to socialised 
medicine". But consumer 
groups said it did not go far 
enough. 

The truth is more complex. 
The “bill" was a reaction to 
managed care - the increasing 
use of protocols by insurers to 
determine which tests and treat- 
ments doctors may provide. 

The insurers’ aim is in part to 


control costs- They also wish to 
restrict the provision of treat- 
ments to those which will be 
beneficial to patients and 
exclude those which are not. 

This is especially difficult in 
the US. Americans tend to con- 
sider they have a right to any 
conceivable investigation or 
treatment, no matter how risky 
or high-tech. Any exclusions are 
resented by the insured. Yet 
cut-price plans which make 

unreasonable restrictions — 

denying overnight stays after 
childbirth, for example - can 
attract employers’ contributions 
away from quality providers. 

The risk is that the “bill of 
rights” will allow new loopholes 
for excessive treatment, while 
failing , because of the general 
nature of its provisions, to pre- 
vent abuses. Finding a legal def- 
inition of “adequate” provision, 
for example, will be extraordi- 
narily difficult. 

More regulation of health 
insurance is -needed, even if 
Congress and the president 
struggle to get it right. But the 
bigger cause is the one Mr Clin- 
ton failed to win in 1994 - pro- 
viding cover for the 41m people. 
mainly few paid. Who do SOt 

have it The absence of this Is 
hindering America's biggest 
social project, its walfare-to* 
work drive. That is a battle that 
Mr Clinton can no longer hope 
to win outright but he should 
continue to push the issue for- 
ward where he can. 


Before they all fall down 

Japan must restore confidence in its economy in order to stop 
the rot spreading round the world, says Martin Wolf 


T he crisis in east Asia, 
a region that gener- 
ated 60-65 per cent of 

the growth in world 
output between 1990 
and 1995, is a serious matter. The 
question is: how serious? 

So far the Impact seems man- 
ageable. Most forecasters expect 
reasonably East growth among 
Asian tigers to 1998 and even 
some growth in Japan. The judg- 
ment of Alan Greenspan, chair- 
man of the Federal Reserve, is 
that the impact on the US will be 
“modest, but not negligible". 
This looks right - as things 
stand. 

Unfortunately, the Asian crisis 
Is now closing to on Japan. That 
could make a huge difference 
Japan is the world’s largest capi- 
tal exporter. Whether it actually 
does cause upheaval depends 
critically on how the Japanese 
authorities react 
They have, at last, decided to 
allow weak institutions to fail. 
This is new and brave but, on its 
own, could prove extremely dan- 
gerous. Tokyo must also promote 
growth In domestic demand, 

ensure its enfeebled finnnMni sys- 
tem is recapitalised and supply 
funds to its battered neighbours. 
And it must act swiftly if the 
burden of sustaining global eco- 
nomic activity is not to tan solely 
on the US and Europe. It can do 
all this, but it will be an nphm 
struggle. 

How have things come to such 
a pass? Larry Summers, US dep- 
uty treasury secretary, ascribed 
the origins of the crisis to: 

• weak domestic financial 
systems; 

• an unsu s tainable mhr of mon- 
etary and exchange rate policies; 
and 

• the absence of strong and 
credible domestic institutions; 
and large volumes of mismatched 
borrowing. 

East Asia’s sustained rapid 
growth of the past 15 years or 
more generated euphoria and 
encouraged the taking of exces- 
sive risk. Credit was extended 
freely, by both domestic and for- 
eign lenders. This led to a serious 
mismatch between foreign liabili- 
ties and domestic assets and 
between liquid liabilities and 
illiquid assets. 

These mistakes were exacer- 
bated by weaknesses in financial 
systems, unsustainable exchange 
rates, inconsistent monetary poli- 
cies, -and political interference in 
the economy. Crcrny capitalism 
works only if an economy is 
dynamic. When things go wrong, 
lack of transparency makes confi- 
dence evaporate all the faster. 

Weakening currencies induce a 
rush to safe havens abroad. Even 
intrinsically sound borrowers are 
pushed into bankruptcy. Invest- 
ment halts, growth slows down. 
This is debt deflation. It is spread 
via economic contraction, devalu- 
ation and financial market conta- 
gion. 

The most obvious external 
Impact of the Asian turmoil will 
be to increase the exports and 
reduce the imports of the affected 
countries. But it will also cut 

export prices. 

During the 1990s, investment 
grew at an annual 15-20 per cent 
to Teal terms to developing Asian 
economies. With such a huge 
expansion in capacity and low 
rates of domestic i nf la ti on, export 
price inflation in domestic cur- 
rencies has disappeared. The 
devaluations since the beginning 
of June against the dollar are 



also substantial, as the chart 
shows. In all, the dollar prices at 
which producers in these coun- 
tries can sell have collapsed. One 
certain result of this is an east 
Aslan export surge. Another is 
an exploding US trade deficit 

Given its recent strong growth. 
this disinflationary shock could 
be quite helpful for the US econ- 
omy (if not for US trade politics). 
The same should be true for the 
fast-growing UK. But it will be 
far from helpful to the continen- 
tal European economies and it 
win damage Japan. 

A slowdown in external 
demand is the last thing Japan 
needs. But it is, inevitably, the 
most exposed to Asia of the 
Group of Seven economies. The 
US and the European Union 
(excluding the latter's internal 
trade) send about one-fifth of 
their exports to the Asian region. 
Japan sends a whopping 40 per 
cent. Trade with the rest of Asia 
is, notes Goldman Sachs, about 
6.8 per cent of Japanese gross 
domestic product, against 3.9 per 
cent of US GDP and 2.9 per cent 
of the BITS. 

Some number-crunching helps 
illustrate the scale of the poten- 
tial problem. George Magnus and 
Paul Donovan of UBS (in Global 
Economic Themes. November/De- 
cember 1997) estimate that the 
impact of a 20 per cent drop in 
different countries' exports to 
east Asia as follows: for Japan, 
there would be a first-year 


decline in GDP of 0.7 per cent 
For the US it would be just over 
0.2 per cent, but it would be close 
to 0.4 per cent for export-depen- 
dent Germany. 

Goldman Sachs (in its Interna- 
tional Economic Analyst, Octo- 
ber/November) assumed that 
Asean countries increased their 
current accounts by 4 per cent of 
GDP: other Asian countries 
boosted theirs by 2 per cent of 
GDP; Latin America's rose by the 
same amount and Japan's by 1 
per cent of GDP. The impact, the 
group found, is that EU output 
would be 0.4 per cent lower than 
would otherwise have been; US 
GDP would fall 0.6 per cent; 
Japan's GDP would decline 1.7 
per cent and world output would 
feu 1.1 per cent This would be 
painful, particularly for Japan. 
But it would not be a world 
depression. 

Still, it is impossible to know 
when confidence will be restored. 
With. Korea - the world’s 11th 
largest economy - under severe 
attack, not many countries are 
invulnerable. 

The next stage could be farther 
regional contagion. China might 
feel forced to allow its currency 
to slide to order to sustain com- 
petitiveness and growth. This 
would then undermine Hong 
Kong's currency peg- The yen 
could also fell sharply as a conse- 
quence of Japan's slowdown. 

Contagion could also spread 
swiftly to Brazil and then the rest 


of Latin America. It could jump 
to Russia and elsewhere in cen- 
tral and eastern Europe. It might, 
in passing, demolish large pieces 
of the debt-infested Japanese 
financial system. Japanese finan- 
cial institutions could then dump 
domestic and foreign assets. The 
final target might be US and 
European stock prices, leading on 
to the US and European econo- 
mies. 

This would amount to a global 
flight to the world's safest assets: 
the liabilities of G7 governments. 
Such a flight for safety has char- 
acterised financial collapses in 
the past This would be another 
sad example. 

The contagion can be stopped 
partly by dealing with the plight 
of affected countries and, more 
importantly, by persuading the 
Japanese giant to cure its prob- 
lems. The incompetence shown 
by the Japanese authorities dur- 
ing the 1990s is a luxury the 
world can afford no longer. 

In dealing with countries in dif- 
ficulties, the mechanisms avail- 
able are finance, macroeconomic 
adjustment and fundamental 
reforms. Fundamental reforms 
there must be. But they will take 
a long time. There must also be 
macroeconomic adjustment, with 
tighter fiscal deficits and reduced 
external borrowing. Yet there 
must also be enough external fin- 
ancing both to give the adjust- 
ments time to work and to help 
restore confidence. 
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Likud 

asset 


a Forcing his right-hand man 
Avigdor Lieberman to quit was 
an attempt by Israeli prime 
■lhthtoter Benjamin Netanyahu to 
keep senior malcontents aboard 
hfe- fractious Likud party. But 
fimoer boitneer Lieberman may 
now be able to chuck the 
dissidents into the sea. 

Those who had better watch 
their backs are the senior Likud 
politicians wbo've been moaning 
about Netanyahu TrmMng all the 
bfg^ecisions behind Closed 
doors toa huddle with 
Lieberman, who headed his 
private office; and farmer US 
Rejntoliauispfainefster Artur 
Finkelstetn. ■ 

- Thin dkceiffonfa — including 

wwm wri i cfltirtns minister Limar 
Idvnafc former finance minister 
Tftm Mend or, fo rmer science 
Tntntefgr B arm y Begin, aw l Rhnri 
Oimert and Roto Milo, the 
mayors erf- Jerusalem and Tel 
Aviv respectively - demanded 

fly* dtamlggni of the f-hnrmrng ' 
trot ruthless Lieberman when he 
engineered the scrapping of 
p ar ty pri maries to select Knesset 
candidates. 


Lieberman - known to his . 

friends as Yvette, a corr up t i on of 

his. Russian name - didn't look 
too ppset about losing his job, 
and has been tolling everyone 
that, now that frfo hamiii are no 


longer tied by high office, he's 
about to get into politics “to a 
real way". He’s to take control of 
party organisation and discipline 
and of selecting Knesset 
candidates. Yvette may now 
have the last word by robbing 
the rebels of any political future. 


False economy? 

■ As Denmark's East Asiatic 
Company beaded for the shoals, 
joint chief executives Michael 
Fiorini and Carsten “The King" 
Dencker Nielsen went into a 
huddle about how to cut costs. 
After two hours, they tmvefled 
their decision. In future, the two 
bosses of the once-mighty 
trading house will share a single 
copy of the Financial Times. 
Observe- has no comment 


Chefs special 

■ Edith Cresson, former French 
prime minister and European 
Commissioner for research, has 
been raising the dust around 
Brussels again, getting her chef 
de cabinet to da the dirty work 
for her. Dov Zerah, Cresson's 
third chef in three years and a 
Paris appointment, is taking a 
strongly nationalist approach. 

Cresson was a noisy opponent 
of the Boeing merger with 
McDonnell Douglas, and Zerah 
suggested to Claude Chene. chef 
de cabinet of competition 


commissioner Karel Van Miert, 
that it was his duty as a 
Frenchman to block the deal. 
After a tense meeting on another 
competition case concerning 
French interests to which CMne 
took an honourably neutral line, 
Zerah publicly declared that 
Chine’s career was Jim. 

Zerah should watch his step. 
Not only has Ch&ne, one of the 
Commission’s most seasoned 
operators, built a fine career by 
acting independently of his 
masters in Paris, but his 
connections at the Matignon are 
said to be better than Zerah's. 


Happy talk 

■ It was nice to see Bavarian 
media mogul Leo Kirch breaking 
his long silence in an interview 
with Focus magazine. The canny 
71-year-old - who started off in 
the 1950s with the rights to 
Fellini’s fihn La Seal a, which 
he'd deliver to cinemas on his 
bicycle - chatted away for two 
hours, covering six glossy pages. 

He rattled on about the 
wonders of digital technology, 
the state of regulation, the 
future erf television, online 
services and the rights to 
broadcast football: everything 
except the one thing observers 
are interested in - the finances 
of his privately held company. 

Kirch pumped a lot of money 
into his digital pay-TV channel 
DF-One, which flopped and will 


shortly be wound up. That 
slip-up rattled the banks and had 
Kirch seeking a loan from the 
Bavarian state, pushing him into 
a deal with rival Bertelsmann, 
which is being chewed over by 
the competition watchdogs in 
Brussels. 

He was also silent on the 
Munich prosecutor's probe into 
possible tax evasion an a film 
deal which rescued him from an 
earlier financial squeeze. Maybe 
the next interview wfl] be more 
revealing. 


Thistle do 


■ Aberdeen is used to marching 
out of step with the UK 
economy, most recently riding 
the oil boom during various 
downturns since the 1970s. Now 
the Granite City's eponymous 
fund manager is exporting its 
contrarianism. 

The Far East is seriously out 
of vogue with investors, as 
currencies devalue and stock 
markets dive, but today a lion 
dance and at least one tartan- 
decked piper wiU enliven the 
Singapore stock exchange os 
Aberdeen Asset Management 
seeks a secondary listing. 

Building a strong profile could 
be a canny move for an 
acquisitive fond manager while 
bargains might be bad in the 
stricken Asian markets. Even so, 
the bagpipes should be playing 
Scotland the Brave. 


There have been substantial 
support operations for Thailand 
and Indonesia. Now one is being 
discussed for South Korea. The 
question is whether these will 
restore confidence. Thailand got 
$4bn <£2.30bn> from the Interna- 
tional Monetary Fund, along with 
Si3_2bn from the World Bonk, the 
Asian Development Bank and its 
trading partners. Indonesia got 
SlObn from the fund. S8bn from 
the World Bank and ADB and 
contingent lines of support from 
its trading partners. Now* Korea 
is requesting SlObn - probably 
too little for a country with at 
least fUObn in short-term debt. 

The biggest question is 
whether the Japanese authorities 
now choose to be part of the solu- 
tion or part of the problem. The 
other Aslan countries can save 
their financial systems only with 
the help of external creditors. 
Japan can save its financial sys- 
tem on its own. just as it can 
restore growth to domestic 
demand, without help from out- 
side. But it must decide to do so. 

The Japanese government 
should offset the deflationary' 
effect of the Asian crisis on its 
economy by cutting taxes; it 
should stand behind its financial 
system; and it should provide 
most of the resources needed to 
stabilise the external positions of 
affected Asian countries. 

What all this amounts to is 
willingness to accept a further 
deterioration in Japan’s public 
finances. This will be painful. 
But the alternative is unquestion- 
ably worse. While even a steep 
Japanese decline could be offset 
by the other G7 countries, it 
would be difficult for them to do 
so - and it would certainly gener- 
ate huge swings in current 
account deficits and surpluses. 

If Japan acts now, longer-term 
reform could begin there nod 
elsewhere in east Asia. So. too. 
could a proper examination of 
the workings of a global financial 
system that prices risk so incon- 
sistently. But first the contagion 
must be halted. Asian debt- 
deflation began in Japan. That is 
where it needs to stop. 

e-mail- Martin. WolfuFT.com 


100 years ago 

Germany And China 
St. Petersburg, 24th Nov. An 
inspired communication 
states that Russia will raise 
no objection to Germany 
installing herself in 
Kiao-Chau Bay. even If the 
occupation should be 
permanent Russia has a 
naval station In the Far East, 
and in view of Germany's 
increasing commercial 
interest in that part of the 
world, considers it only 
natural that the latter should 
also desire to secure a port 
there. Much speculation is 
rife as to the attitude England 
will assume, but it is thought 
Germany will take no notice 
of any objection she may 
make. 

50 years ago 

Argentine Railway Strike 
Buenos Ayres, 24th Nov, The 
alternate 24-hour strike by 
employees of the four 
British-owned railway 
companies - the Central 
Argentine, Southern. Western 
and Pacific - emphasises the 
“rebel" strike committee's 
disciplinary control over the 
workers. It is repented that 
the matter now rests to 
President Peron’s hands, and 
that he has stated that his 
sympathetic consideration of 
the men's claims is 
conditional on their prior 
cessation of the strike policy- 
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US growth to fall to 
2.75%, says OECD 


By Nancy Dunne in 
Washington 

US economic growth will Ml 
next year by about one per- 
centage paint to 2.75 per cent 
with no signs of creeping infla- 
tion, the Organisation Cor Eco- 
nomic Co-operation and Devel- 
opment said yesterday. 

In a report on the US econ- 
omy. the OECD - a group of 
the world's richest countries - 
said that although the US 
would continue to experience 
non-inflation ary expansion 
next year, there was not suffi- 
cient evidence to conclude it 
had entered “a new era”, as 
some economists have 
suggested. 

According to these econo- 
mists, the US may be heading 
for long periods of unabated 
growth, low unemployment 
and low prices. 

The OECD report was 


slightly more optimistic thaw 
the National Association for 
Business Economics, which 
yesterday predicted a slow- 
down in growth to 2.4 per cent 
next year. 

The OECD said the “unpar- 
alleled" economic success the 
US bad been achieving was 
probably due to transitory fac- 
tors. The mast important was 
the appreciation of the dollar, 
which had cut the cost of 
imports. 

“The unusually ample avail- 
ability of foreign supply and 
low world commodity prices, 
both due to asynchronous 
business cycles among OECD 
countries in the 1990s, have 
also probably contributed to 
price stability,” the OECD 
said. Also, changes in the 
methodology of measuring 
inflation had been “of mar- 
ginal benefit”. 

Labour costs have been held 


down by productivity improve- 
ments and lower medical 
insurance costs, and these may 
not continue, said the OECD. 
It also speculated that wage 
Inflation could stiQ develop as 
a result of recent labour short- 


Economists from both the 
National Association for Busi- 
ness Economics and the OECD 
said the financial crisis in Asia 
was unlikely to have a signifi- 
cant impact on US expansion. 

Peter Jarrett of the OECD 
said the group had revised its 
growth forecast for the US two 
weeks ago and had left Its ear- 
lier estimate of 2.75 per cent 
unchanged because lower 
prices would offset the effects 
of falling exports. Further- 
more, Asia’s troubles could 
make interest rate rises next 
year unnecessary. 


US tops league. Page 7 


India’s political crisis 
sends currency to new low 


By Krishna Guha in Bombay 
and Mark Nicholson 
In New Delhi 

The rupee crashed to an 
all- time low yesterday and the 
Indian stock market was down 
more than 3 per cent as the 
country's political crisis gath- 
ered pace. 

The Congress Party has said 
it will withdraw parliamentary 
support from the 15-member 
minority coalition after IJL 
Gujral, the prime minister, 
rejected a Congress demand to 
expel a T amil Nadu-based 
party from the governing 
United Front coalition. 

Congress said last week it 
could no longer back the coali- 
tion while It Included the 
Dravida Munnetra Kazhagam, 
a Tamil party allegedly linked 
to Sri TAakan Tamil Tiger 
guerrillas, which India 
believes killed Rajiv Gandhi, 
former Congress leader. Mr 
Gandhi was killed by a suicide 
bomber in Tamil Nadu. 

The rupee fell sharply 
against the dollar In early 
trading, breaching the Rs38 
barrier to reach Rs3&5 before 
rebounding on heavy interven- 
tion by the Reserve Bank of 
India. It closed at Rs3S.07, 
down 27 paise against the dol- 
lar. The benchmark BSE 30 
index fell 120 points to close at 
3,402. 



Incfian rupee . 

Agstast the doBar ffte per J) 


Indian prime minister LK. 
Gujral yesterday m> 

The rupee has now fallen 
almost 7 per cent since mid- 
August Most analysts expect 
it to decline further before 
reaching a floor at about 
Rs40. 

The currency’s weakening 
began three months ago as 
other Asian currencies fell, 
eroding confidence and threat- 
ening India’s export competi- 
tiveness. Most analysts say the 
rupee has been overvalued on 
fundamentals since mid- 1396. 

As a result, India’s export 
growth has been stunted. In 
the first five months of the 
financial year exports were up 
2.9 per cent in dollar terms, 
while imports were up 7.6 per 
cent. Exporters and unions 



have campaigned for a man- 
aged depredation. 

Since the start of the year 
the rupee has been buoyed by 
record inflows of foreign 
investment However, the flow 
dwindled in October, and may 
have reversed last month - for 
the first time since India 
opened its markets in 1991. 

The political crisis was 
brought to a head earlier yes- 
terday by P. Sangma, speaker 
of India's lower house, who 
indefinitely suspended the cur- 
rent parliamentary session 
after morning proceedings 
descended into an chaotic 
shouting match. 


Personal view. Page 16 


EU pressured over terms for accession talks 


Continued from Page l 

demands that enlargement 
must be financed within a ceil- 
ing of 1.27 per cent of EU 
gross domestic product 
between 1999 and 2006. If the 
EU opens negotiations with 


more than six candidates, this 
spending ceiling looks ques- 
tionable. 

hi recent weeks, the EU has 
begun to stress that Turkey is 
eligible as a future member 
and must not be excluded 
from the new, wider Europe. 


But the Commission is 
pressing the Turkish govern- 
ment to respond with good 
ihith gestures such as releas- 
ing political prisoners and 
agreeing to submit the Aegean 
islands dispute to interna- 
tional arbitration. 


US telecom 
regulator 
set to back 
foreign 
competition 

By Mark Suzman 
in Washington 

The US would became the first 
country to implement fully the 
World Trade .Organisation 
accord to open domestic tele- 
communications to tnteraa- 
tional competition, under mea- 
sures the US Federal 
Communications Commission 
is expected to approve today . 

The FCC, chief regulatory 
body for the telecoms and 
broadcast sector, is to vote at 
its board meeting on two 
WTO-related measures. One 
would make it easier for for- 
eign carriers to enter the US 
market The other would per- 
mit non-US satellites to offer 
services in the country. 

They would bring the US 
into line with the WTO tele- 
coms agreement reached ear- 
lier this year, which requires 
aH signatories to open their 
markets to foreign competition 
from January L 
According to William Ken- 
nard, FCC chairman, the com- 
mission is likely to pass both 
proposals. “I don't want to pre- 
judge the issue, but I am very 
hopeful they will be passed 
unanimously,” he said, stress- 
ing that as the biggest tele- 
communications market in the 
world he felt It important that 
the US set a positive example. 

The measures are mnmp the 
first to be considered by the 
independent five-member 
panel since four new members 
were appointed this month. 

The first would drop gristing 
requirements that the FCC 
must evaluate any application 
by a foreign carrier to enter 
the US market under a tough 
“effective competitive opportu- 
nities'’ test which requires it 
first to certify that the compa- 
ny's domestic market is open 
to US carriers. It would also 
allow indirect foreign owner- 
ship of wireless licences of up 
to 100 per cent 
The second measure would 
reject the proposed implemen- 
tation of a similar ECO test for 
non-US licensed satellite pro- 
viders and allow satellites 
licensed by other WTO mem- 
bers to provide services in the 
US. 

The ECO test will remain in 
effect for non-WTO countries, 
and the FCC will also retain 
the controversial right to 
refhse foreign carriers entry to 
US telecommunications on 
“public interest” grounds, 
which encompasses factors 
such as risk to competition, 
foreign policy and law enforce- 
ment 

The vagueness of the pabhc 
interest provision has raised 
concern it could be used to 
reject legitimate competition. 
The European Union said it 
would reserve the right to 
duRengs the provisions in the 
WTO if they were not modi- 
fied. 
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Europe today 

Scandinavia and north-east Europe 
wiff be cold and frosty with some 
snow. Central Europe wiH be dry 
but very cold with temperatures 
staying below freezing where early 
fog is slow to clear. North-west 
Europe wtH be milder but more 
unsettled with Atlantic fronts 
bringing cloud and patchy rain. 
Spain and Portugal wffl again have 
disturbed weather with some 
downpours, although eastern Spain 
should stay dry. The central and 
eastern Mediterranean will have 
sunny spells and showers. 

Five-day forec as t 

Most of Scandinavia and north-east 
em Europe win remain cold with 
sub-zero temperatures and 
occasional snow flurries. Denmark 
and south-west Norway, together 
with much of central Europe, wfll 
slowly turn milder with some rain 
around by Friday. North-west 
Europe wfll stay blustery with rain at 

times. The Mediterranean will also 
remain unsettled and vary showery. 

TODAY'S TEMPERATURES 



Sftuetfon at midday. Temperatures maximum for day. Fdmesata by PA WaaBwGmtn 
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Beijing 

Shower 10 

Cardiff 

Dradii 


CflUuBf 

Ballast 

Rain 10 

Casablanca Thunder 20 

Abu Dhabi 

Sun 26 

Belgrade 

Fair 11 

Chicago 

Fflir 10 

Accra 

Sun 32 

Bo«n 

Fair 1 

Cologne 

Fafr 7 
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Fair 22 

Bermuda 

Fair 21 

Dakar 

Sun 29 

Amsterdam 

Cloudy 7 

Bogota 

Thunder 17 
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Athens 

Cloudy 17 

Bombay 

Thunder 33 

Demi 

Thunder 24 

Atlanta 

Sun 18 

Brussels 

Fair 8 

Dubai 

Sun 28 

a Aires 

Fair 24 

Budapest 

Drczf 5 
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Rain 11 
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Ram g 

C.haoen 

Cloudy 3 

Dubrovnik 

Fair 18 

Bangkok 

Fair 36 

Cairo 

Mr 23 

Edinburgh 
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Barcelona 

Fair 17 

Caracas 

Thunder 32 

Faro 

Shower 19 
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Frankfurt 

Fair 5 

Madrid 

Rein 12 

Rangoon 

Fair 31 

Geneva 

Cloudy 8 

Majorca 

Far 19 

Reykjavik . 
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Malta 

Fair 20 
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Thunder 31 

Glasgow 
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Manchester 

Shower 9 

Rome 

Shower 17 

Hambug 

Fair 3 
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Thunder 28 
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Sun 33 

Seoul 
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Hong Kong 

Shower 24 
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Singapore 

Thunder 31 

Honolulu 
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Sun 22 
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Fair 2 

Istanbul 

Cloudy 14 
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Ram 10 

Strasbourg 

Fair 6 

Jakarta 

Thunder 32 

Montreal 

sleet 0 
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Jersey 

Cloudy 12 

Moscow 

Snow 0 

Tangier 

Thindar 18 

Johannesburg Sun 26 
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Cloudy 8 

Tel Awiv 

Fair 23 

Karachi 

Sun 29 

Nairobi 

Far 28 

Tokyo 

Shower 14 

Kuwait 

Sun 28 

Naples 

Shower 19 

Toronto 
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L Angeles 

Fair 22 

Nassau 

Sin 26 

Vancouver 

Ram 10 

Las Palmas 

FairZS 

New York 

Sun 8 
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Cloudy 11 

Lima 

Sin 25 

NFair 

Show 18 

Vtorma 

Deal 2 

Lisbon 

Thunder 15 
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for 21 

Warsaw 
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London 

Cloudy 11 

Oslo 

Snow 0 

Washington 

Sun 9 

Luxbourg 

Far 5 
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Fair 10 
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Shower 17 

Lyon 

Fair 12 

Perth 

Sbowa-22 

Winnipeg 

Snow 0 

Madeira 

Shown- 22 

Prague 

Ctaudy 0 

Zurich 

Cloudy 6 
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Collateral damage 


The Asian crisis Is serious for the 
region ar>a worrying for the rest of 
the world. But talk about global 
deflation and broader financial col- 
lapse looks exaggerated. 

In some ways, the Aslan fi nanci al 
crisis itself may nearly be over: 
Sooth Korea and Japan seen to be 
getting to grips with their prob- 
lems. The economic crisis, of 
course, has yet really to bit. Korea’s 
economy wiH probably shrink next 
year, while Japan’s will struggle to 
stand stilL AD this wDI undoubtedly 
dent growth prospects elsewhere. 
But the US should manage about 2 
per cent g r o wt h, while the Euro- 
pean economy should grow at 2% 
per cent or more. That hardly 
counts as global deflation. 

What about a broad financial cri- 
sis? Here there are various bogeys. 
One, that the world’s hanking sys- 
tem could melt down following 
problems in Japan’s financial sec- 
tor, seems most implausible (see 
below). Another favourite, that Jap- 
anese Investors will offload their 
Sl.OOObn of US Treasury bonds and 
notes in order to shore up their 
hai«m<»o sheets, seems over the 
top. For a start, these assets are 
held mainly by insurance compa- 
nies not banks - so it is not obvious 
why they would be forced to selL 
Nor is it obvious why they would 
want to. given that dollar assets are 
all the more valuable now the yea 
is fairing . 

The bigger w o r r y is Wall Street, 
which was looking overvalued any- 
way. It is increasingly unlikely that 
US corporate earnings will match 
consensus forecasts of lb per cent 
or so next year. If Asia is the trig- 
ger that brings this home, so be it 
But it will be only part of the expla- 
nation. 

Japan 

Japan’s priority following the col- 
lapse of Yamaichi Securities is to 
p re v en t a wider wrraiyriai crisis. So 
far the authorities have dene a fab- 
job. By quickly pledging ample 
liquidity, tiw Runt of Japan 
help avert panic. But the more diffi- 
cult issue is whether the govern- 
ment and BOJ will be able them- 
soloes to avoid panicking. 

Once more the cry has gone out 
for an rejection of public funds to 
bolster banks with weak balance 
sheets. Leave aside the political 
problems of this proposal. Ignore 
the fact that Japan starts already 
with a debt gross domestic product 
ratio of around 100 per cent Would 
it do any good? Not if it is simply a 


FTSE Euro top 300 index 
029.2 (-20.3) . 

Japan 
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case of redistributing pain from 
shareholders to taxpayers. Nor if it 
allows banks to escape the conse- 
quences of bad lending decisions. 
But a case for public funds probably 
can be where institutions are 
weak rather than rotten - and pro- 
vided suitably strict pledges are 
made concerning the fixture struc- 
ture and conduct of business. 
Recapitalising these banks would 
help limit the spillover of the finan- 
cial sector’s difficulties into the real 
economy. 

The trick wifi be to separate the 
wheat from the chaff. The Yamaichi 
episode is. in some ways, an auspi- 
cious start. Despite it being a prom- 
inent n«mp, there was no rescue, 
either from government or its fcefr- 
etsu. Japan must steel itself for 
more such decisions, especially if a 
farther dive in the Nikkei index 
drives other banks and brokers into 
trouble. 

IMF 

Investors are putting great faith 
in the International Monetary Fund 
to help extinguish Asia’s flames. 
But the IMF is not a bottomless pit. 
Its principal source of funds is 
membership fees or “quotas” from 
its 181 member countries. These 
amount to a relatively impressive 
$200bn. But only about 550bn can be 
used. The rest is either already 
committed - over $40bn including 
recent in«ng to Thailand and Indon- 
esia - or held in soft currencies 
that nobody wants to borrow. IMF 
members have agreed a 45 per cent 
increase in their quotas, but tba 
funds will not be available for 
another year. There are also sepa- 
rate credit lines with governments, * 
worth another $25biL But activating 


them is so cumbersome they were 

last used to the late 197^. And a 
recent agreement to double credit 
lines has so far failed to passJhe US 
Congress. As a last resort the IMF 
could barrow in the markets though 
it has no debt outstanding at the 

moment 

Facing these limited resources 
are growing demands The Th.-uand 
Indonesian packages, five times 
their quotas, exceeded the wfs 
own rule that countries can borrow 
only three times quota. And South 
Korea's bail-out could dwarf those 
loans. It is still highly unlikely that 
the IMF will run out of money, but 
not inconceivable if further coun- 
tries are dragged into the mael- 
strom. Certainly, future supplicants 
may find they get much less than 
they ask for. 

Banca di Roma 

Everybody likes a turnaround 
story. And Banca di Roma, which is 
filing $3bn worth of shares and 
convertibles, certainly needs a turn- 
around: inefficiency has under- 
mined the profitability or Italy’s 
second-largest bank while bad debts 
have ravaged its balance sheet. 

But the manner in which Banca 
di Roma has been prepared for mar- 
ket mpuns a turnaround cannot be 
guaranteed. True, with Giorgio 
Brambiila there is a new general 
manager with a record of improving 
shareholder value. But the snag is 
that Mr Brambiila is actually only 
the third most senior person in the 
bank's hierarchy; the other two are 
associated with the bank's failed 
past. He has also been in office for 
only three weeks and has not had 
time to chang e the top management 
or, indeed, examine the books to see 
if there are hidden skeletons. Given 
that his actions are bound to be 
unpopular with the old guard, there 
must be a chance that he will be 
spat out. 

The shares might still be worth a 
punt if they were cheap enough. 
The snag is that even Goldman 
Sachs, the global co-ordinator. 
thinks they should trade at around 
L1.650 to 2000 because the bank will 
still be earning less than its cost of 
capital then. If shares are sold at 
the top of the Ll.200-Ll.450 range, 
that would produce a 14 per cent 
capital gain over three years. Even 
at the bottom of the range, the 
three-year gain would be 37 per cent 
- not enough given the risks. 

Additional Lex on Allied Colloids. 

Page 24 




I 

fC 


1 








••'tsie 




fa 


r i>-p^om 

r* 




PIPELINE 

CENTER 



FINANCIAL TIMES 




your business website 


COMPANIES & MARKETS jp **** 




INSIDE 


Alitalia looks to 
brighter future 

Alitalia, Italy's state-owned airline, lias if wig 
been regarded as inefficient and overstaffed, and 
its annual reports have repeatedly shown loss*** 
But now a tumround appears to be under way 
and Domenico CempeUa. its new chief execu- 
tive, has made considerable headway restructur- 
ing' the company. Page 22 

Klmberiy-darfc to restructure 

Two years ago, Kimber- 

world’s biggest tissue 
|| maker when it bought 

$9.to. Now, the acqoi- 
jffiWHFTH* j I ‘ Vj sition is beginning to 
wftMSMtV'.. Jl-r* jqqJj another of 

those megadeals that 
has proved a triumph 
of hope over experi- 
ence. After the market 
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closed on Friday, Kim- 
berly-Clark announced a big downsizing, its sec- 
ond in two years. Wayne Sanders (above), chair- 
man and chief executive, defended the Scott 
acquisition and the latest downsizing. Page 23 

Solid gains for Turkish Investors 

Although Istanbul, like emerging markets the 
world over, has taken a thumping in recent 
months, investors are still looking at substantial 
gains this year. The stock market has fallen 
from its September peak but remains more than 
SO per cent up in dollar terms. Page 42 

Shortages force up tea prices 

The price of tea is rising sharply and traders say 
an increase in production in India and Sri 
Lanka will not compensate for crop shortfalls in 
Kenya. Indonesia and China. Page 32 
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Two line up for NatWest Markets I 


dond. New York and Twvnto priew at 126a 


By Jane Martfruon and 
Clay Harrid in London 

Britain’s National Westminster 
Back is likely to split the 
equities business of NatWest 
Markets, its investment bank- 
ing arm, between two buyers. 
Bankers Trust and Deutsche 
Morgan GranfalL 

Bankers Trust, a US bank, is 
expected to walk away with a 
large part of NatWest* s UK 
and continental European 
equities business while 
DMG, which is owned by 
Deutsche Bank, will buy the 
much gwinTw derivatives busi- 
ness. 

The proposed disposal, 
which could be announced 
later Hifc week, is designed to 
reduce the number of redun- 

Swedish 
tanker 
fleets 
to merge 

By Tim Burt in Stockholm 

The consolidation sweeping 
the Scandinavian shipping 
industry intensified yesterday 
as Nord s trom & Thulin, one at 
Sweden’s largest tanker opera- 
tors, announced a SKr3.7bn 
($487m) merger with rival 
Argonaut. 

N&T Argonaut, as the 
enlarged group will be known, 
is expected to become one of 
the world’s leading indepen- 
dent operators with a com- 
bined fleet of 22 ships, includ- 
ing new vessels on order. 

The deal follows a recent 
spate of takeover activity In 
flip sector, dominated by Sep- 
tember’s SKx3-22bn hostile bid 
far ICB Shipping of Sweden by 
Frontline, its Oslo-quoted 
competitor. 

ICS has since tried to fins- . 
trate Frontline by announcing 
an agreed S809m merger with 
Astro Tankers of Greece. 

International tanker opera- 
tors have become more acquis- 
itive following a sharp rise in 
demand from oil companies 
and a rebound in chartering 
rates, which have increased by 
30 per cent to more than 
$50,000 a day. Bates have been 
inflated by a shortage of 
capacity, caused partly by the 
i decommissioning of older 
| single-hnUed tankers. 

Industry analysts said the 
N&T Argonaut merger would 
increase the grip on the sector 
by Helmut Sohmen, the Aus- 
trian who controls World- 
Wide Shipping, the world’s 
largest tanker operator. 

Mr Sohmen. son-in-law of 
Hong Kong industrialist Sir 
YJL Pan, controls 66 per cent 
of Nordstrom & Thulin and 
h»c announced plans to invest 
a further SKrS14m in the com- 
bined company - giving him a 
22 per cent holding in N&T 
Argonaut. 

The merger marks the cul- 
mination of a prolonged court- 
ship. Nordstrom & Thulin 
acquired a 28 pm- emit stake in 
its Swedish rival in 1993. 

Anders Berg, chief executive 
of Nordstrom & Thulin, said 
Mr Sohmen had taken an 
active role in bringing the two 
companies together and would 
become chairman of the 
enlarged group. 

Before the deal is completed, 
Nordstrom and Thulin is 
expected to finalise its with- 
drawal from non-tanker 
operations, including the sale 
of its stake in Estline, the 
ferry company which operated 
the ill-fated Estonia. 

Under tons of the merger, 
Nordstrom & Thulin investors 
will receive new shares in 
Argonaut in a 13-for-iO paper 

transaction. The companies 
were advised by Swedbank 
Markets and Enskilda Securi- 
ties. respectively. 

Separately, Argonaut has 
agreed to acquire a 286,000 
tonne tanker from Mr Soh- 
men's World-Wide fleet for 
SKr539m in new shares. 

Hie battle for control of ICB 
is expected to gather pace 
today at an extraordinary 
meeting convened by Front- 
line, which has acquired 51.8 
per cent of ICB’s capital and 
31.5 per cent of its voting 
rights. The OsKumoted com- 
pany, which has also 
embarked on legal action 
against ICB. is demanding 
appointment of an indepen- 
dent auditor to examine ICB’s 
operations and its proposed 
tie-up with Astro. 

Frontline yesterday 
announced sharply increased 
operating profits or S85m, 
against $3 1.3m, on sales of 
$179m, against $132m, in the 
first nine months of the year. 

World stocks. Page 42 


Bankers Trust and DMG may split equities 


dancies following any deals. 
Bankers has a far smaller 
European equities operation 
than DMG and is understood 
to have wanted mare of the 
business than the German 
group. 

“This deal is designed so 
that everybody gets something 
from it,” said someone close to 
the deal 

The US group is believed to 
he unlikely to want to bny 
much of NatWest’s equities 
oper ati on in the US or France, 
but it will still be buying a 
business employing more than 
L 000 people. 

DMG is understood to be 


interested in the group's deriv- 
atives operations, which 
employs fewer than 250. 
mostly in the US. 

It closed a small derivatives 
operation earlier this year, 
partly because of administra- 
tive difficulties. It is believed 
to be keen to take on some of 
the back office support from 
NatWest Markets. 

Neither side is understood to 
be interested in NatWest’s 
French operations. NatWest 
Markets is expected to keep 
its corporate advisory busi- 
nesses. 

NatWest is keen to avoid 
huge job losses and the sort of 


damaging speculation that has 
attended the sale of pieces of 
BZW by Barclays, the rival 
commercial bank. 

Initial talks between Nat- 
West and DMG broke down 
earlier this month over the lat- 
ter's cherry-picking approach 
to its business. 

DMG was interested in buy- 
ing small parts of the busi- 
ness. 

Talks resumed after it 
became clear that Barclays, 
the rival commercial bank, 
had been unable to sell the 
entire global equities division 
of BZW. It eventually sold the 
UK and continental European 


operation to Credit Suisse 
First Boston. 

Barclays has been criticised 
for its unusual sales process 
and for selling the UK and 
continental European equities 
business for £l00m ($l69m), 
less than book value. 

NatWest was credited last 

night with playing a cooler 
negotiating band than its rival 
as it allowed it to be known 
that it would consider 
offers without committing 
itself to a sale the way Bar- 
clays did. 

Analysts have estimated 
that the value of the business 
being sold by NatWest could 
be below £300m. 

NatWest Markets is 
understood to be keen to com- 
plete the sale within 10 days. 



Keith Elliot, chairman of US chemicals group Hercules: looking at UK company Allied Colloids for some time am ank< cat 

Hercules bids £lbn for UK group 


By Em3co Tarazono in London 

Hercules, the US speciality 
chemicals group, yesterday 
announced a £1.07bn (gl.Sbn) 
hostile bid for Allied Colloids, 
the UK chemicals manufac- 
turer that has became a poten- 
tial target for larger, cash-rich 
chemical groups. 

Hercules, which has a mar- 
ket capitalisation of about 
$4£bn, is ranked among the 
top 10 per cent of US speciality 
chemicals groups in terms of 
profitability. 

Based in Wilminton. Dela- 
ware, it manufactures water- 
soluble polymers and paper- 
strengthening ag e n t s. 

Allied, which makes polymer 
chemicals used in pollution 
prevention and paper manufac- 
ture, rejected the 155p per 


shar p offer as “unwelcome and 
unsoli cited" and urged share- 
holders to reject it Allied’s 
shares rose 41%p to 167Vip, giv- 
ing a market capitalisation of 
£1.15bn. 

Keith Elliot, Hercules chair- 
man, said the group had been 
looking at Allied for some 
time. He said Allied's products 
would complement its own 
business, and that since the 
two companies dealt with the 
same industries, the acquisi- 
tion would help strengthen 
ties with clients. He called the 
offer “generous". 

David Farrar, Allied chief 
executive, countered that the 
offer price reflected neither the 
company's true value nor its 
strong position in high growth 
markets and technological 
abilities. “The markets are say- 


ing that the offer price is too 
low," he said, adding that 
Allied had an bright and excit- 
ing future as an independent 
group. 

But Mr Elliot said Allied’s 
management was failing to 
bring value to shareholders, 
that the group’s shares had 
underperformed the UK stock 
market by 33 per cent over the 
past two years and that man- 
agement was to blame for a 
poor earnings per share perfor- 
mance. He also pointed to a 
return on capital decline of 
almost 70 per cent between 
1988 and 1997. “That’s an awful 
long time for return on capital 
to fall" 

He said Hercules was not 
looking to dispose of any 
operations at Allied. This is 
an effort on our part to gener- 


ate growth in our business and 
is not a cost issue,” he said. 
Hercules had sales last year of 
$2.06bn on operating profits of 

$441m. 

If its bid succeeds, gearing 
would rise from 40 per cent to 
70 per cent Moody’s, the credit 
rating agency, yesterday 
placed Hercules’ long-term rat- 
ing, now at A3, under review. 

Some analysts believe an all- 
cash offer ahead of the year- , 
end amid current share price j 
fluctuations could tempt 
Allied's institutional share- 1 
holders. However, others said 
a counterbid by a different 
chemical group was possible. 

“Hercules’ offer is hardly a 
knock-out blow," said one 
institutional shareholder. 

Lex, Page 24 


set to raise 
$150m from 
bond issue 

By Edward Luce in London 

Argentina is set to become the 
first emerging market country 
to issue an international bond 
since prices on worldwide 
markets plummeted at the end 
of lost month. 

The Argentine government, 
which has a reputation as one 
of the most skilful managers of 
overseas debt in Latin Amer- 
ica, plans tn raise about si 50m 
worth of Italian lire within the 
next three weeks. 

This would be the first 
emerging market issue since 
Russia and Lebanon launched 
$400m offerings on October 23. 
Since then, heavy selling has 
pushed the average yield on 
emerging market eurobonds 
from about 9.5 per cent to a 
recent high of 14 per cent. 

However, there have been 
signs in the past two weeks 
that investors are showing 
Interest again in emerging 
market eurobonds. The aver- 
age yield on emerging market 
bonds yesterday fell to just 
over 11.6 per cent, a “spread" 
of 5.6 percentage points over 
US Treasury bonds. 

"There are strong indica- 
tions that the markets are 
starting to decouple the risks 
of investing in south-east and 
east Asia from investing In 
other emerging markets such 
as Latin America and eastern 
Europe," said Richard Gray, 
chief emerging market econo- 
mist at Bank of America. 

Bond analysts said that 
Argentina, which needs to 
raise another S300m to com- 
plete its funding requirements 
for 1997, was wise to raise 
funds in Italian lire rather 
than dollars. The I talian gov- 
ernment bond market has ral- 
lied particularly strongly In 
the past few weeks on hopes 
that the country will qualify 
for the first wave of European 
monetary union. 

. Italy is also reducing its bor- 
rowing to decrease its debt to 
meet one of the Maastricht cri- 
teria for membership of Emu. 
This has made it easier for 
other borrowers to raise 
money in lire. 

One US investment banker 
said it would be too risky for 
Argentina to raise in dollars 
because of the potential impact 
of the Japanese financial crisis 
on international markets. 
Bond traders also said a more 
general return by emerging 
market borrowers to the euro- 
bond market before the end of 
the year was unlikely. 

Bonds. Page 26 


Songwriters may 
sue EMI over 
$101m royalties 


4 


By Afioe Rawsthom in London 

EMI Group, one of the world’s 
largest music companies, faces 
the threat of legal action from 
British songwriters claiming 
up to £60m ($ 1 0l.4m) in unpaid 
publishing royalties for 
thousands of songs written in 
the 1960s and early 1970s. 

The songwriters, who 
include the composers and lyr- 
icists of hits such as Congratu- 
lations, Puppet On A String 
and To Sir With Love, are con- 
sidering legal action after a 
lengthy dispute with EMI's 
music publishing subsidiary. 

Guy Fletcher, chairman of 
the British Academy of Song- 
writers, Composers and 
Authors (Basca), said that 
after months of unsuccessful 
negotiations with EMI, his 
organisation was discussing 
plans for individual song- 
writers to mount a test case. 

EML which is expected 
today to announce a fall In 
interim profits, largely because 
of the adverse effect of the 
strong pound on its foreign 
earnings, was not available for 
comment yesterday. 

Almost all the songwriters 
involved in the dispute signed 
contracts in the 1960s and 
early 1970s with small , inde- 
pendent UK music publishers 
that were subsequently 
acquired by EMI Group. 

The original contracts typi- 
cally obliged the UK publisher 
to pay the songwriter 50 per 
cent of any royalties received 
whenever their songs were 
performed or broadcast. The 
UK publishers struck sub- 
licensing deals with other com- 
panies to collect royalties in 
other countries. These foreign 


companies subsequently 
retained 50 per cent of the roy- 
alties, leaving 25 per cent each 
for the UK publisher and song- 
writer. 

When EMI purchased the 
independent UK publishers, it 
ended the sub-licensing agree- 
ments. and collected foreign 
royalties through its own net- 
work of subsidiaries. 

EMI's international subsid- 
iaries kept 50 per cent of the 
royalties, and the rest was 
divided between its UK pub- 
lishing company and the song- 
writers. Basca claims this 
practice is unfair, and that 
EMI should give writers 50 per 
cent of all royalties, regardless 
of origin. 

Mr Fletcher said Basca’s 
complaints applied only to 

publishing dwilii Anting back 
before the early 1970s, because 
most contracts negotiated 
Since then - inrtmhng those 
signed with EMI - were more 
acceptable to bis members. 

Other multinational music 
publishers - including subsid- 
iaries of Time Warner, Sony 
and PolyGram - have renegoti- 
ated similar contracts after 
complaints from Basca, accord- 
ing to Mr Fletcher. 

Basca threatened legal 
action against EMI in the sum- 
mer of last year, after receiv- 
ing counsel's advice that the 
company was in breach of its 
fiduciary duty to the song- 
writers by keeping 75 per cent 
of their foreign royalties. It 
dropped the proposed action 
after EMI offered to start nego- 
tiations with individual song- 
writers. However, Mr Fletcher 
said attempts to renegotiate 
the contracts of two composers 
had been blocked by EMI. 
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Singapore Airlines, Lufthansa unveil alliance 


By James Kynge in Kuala Lumpur 
and Michael Ska pinker in London 

Singapore Airlines and Lufthansa, 
the German carrier, yesterday 
announced a strategic alliance 
which has broad implications for 
international competition in the 
industry. 

Singapore and Lufthansa plan 
to sell seats on each other's Sights 
and to coordinate ticketing and 
frequent-flyer programmes. The 
airlines also plan to increase the 


frequency of their flights between 
Frankfurt and Singapore. 

Cheong Choong Kong. Singa- 
pore chief executive, said the deal 
was "strictly bilateral”, but ana- 
lysts believe it is the first step to 
Singapore’s joining the Star Alli- 
ance, the world's biggest airline 
grouping. Star incorporates 
United Airlines, of the US, Scandi- 
navian Airlines Systems, Air Can- 
ada, Thai Airways and Brazil's 
Varig, as well as Lu fthansa 

The Slngapore-Lufthansa 


link-up comes as airlines struggle 
to find new partners so they can 
provide passengers with a greater 
choice of destinations. Yesterday’s 
announcement came as a blow to 
Delta Air Lines, of the US, which 
had been Singapore's partner 
since 1989. Delta yesterday 
announced the end of its Global 
Excellence alliance with Singa- 
pore and Swissair. Delta will con- 
tinue its alliance with European 
airlines Swissair, Austrian Air- 
lines and Sabena of Belgium. 


The Singapore alliance also con- 
solidates Lufthansa’s advantage 
over British Airways. Its principal 
European rival, which is strug- 
gling to win regulatory approval 
for its proposed alliance with 
American Airlines. BA already 
has a close partnership with 
Qantas, of Australia, in which it 
has a 25 per cent stake. 

Singapore's switch to Lufthansa 
indicates that some of the new 
alliances may be transitory. Rob- 
ert Coggin, Delta executive 


vice-president, said: “As competi- 
tive and strategic needs change, 
it's natural that ' agreements' 
among airlines change as they 
pursue their separate interests.” 

Mr Cheong said, however, that 
the alliance with Lufthansa would 
be mrhtring . “Don’t make the mis- 
take of thinking this is. just 
another one of those alliances. 
This is special,” he said. 

Lufthansa is to set up a new 
headquarters for the Aslan region 
in Singapore. The German carrier 


will use Singapore as its primary 
hub in south-east Asia, while 
Singapore Airlines will use Frank- 
furt as its hub for Europe. 

Lufthansa's membership of Star 
does not guarantee Singapore 
Airlines admission into 

the- grouping, but it does provide 
it with a powerful ally. However, 
there could be a conflict with Thai 
Airways, which competes in many 
of the markets as Singapore 
Airlines, according to industry 
.analysts. - 


Indian Oil 
rises 7% at 
six months 


By Mark Nicholson 
in New Delhi 

Higher volumes of refined 
crude oil and lower taxes 
helped lift net profits of 
Indian Oil Corporation, the 
91 per cent state-owned 
refiner, by 7 per cent to 
Rs9.0ibn ($236 m) for the first 
half against Rs8.44bn for the 
same period last year. 

Income from sales and 
operations rose 5.8 per cent 
over the half to Rs296bn 
against Rs279bn a year ear- 
lier. The company's tax and 
interest burdens fell signifi- 
cantly, respectively by 
Rs920m to Rs2.52bn and 
Rs340m to Rs920m. The 
lower figures reflect cuts in 
corporate taxation in India's 
most recent budget and a 
general softening of Indian 
interest rates. 

The performance broadly 
met market expectations, 
although analysts pointed 
out that IOC has been worst 
affected of all India's state 
oil concerns by the govern- 
ment's non-payment of 
arrears due from the 
so-called “oil pool” - the 
government account 
designed to manage a com- 
plex network of fuel cross- 
subsidies. Earlier this year 
the government said it 
would convert the arrears 
into bonds, against a portion 
of which IOC and other state 
oil companies would be per- 
mitted to borrow. 

Analysts said the non-pay- 
ment of arrears had affected 
profits, but more directly 
had severely straitened the 
company’s cashflow and 
slowed progress on invest- 
ments. 

M. A. Pathan. IOC chair- 
man, said improved reve- 
nues followed higher flows 


through both refineries and 
pipelines, higher sales and 
better performance of the 
company's Kandla-Bhatinda 
pipeline - which pumps 
petroleum products from the 
western state of Gujarat to 
Punjab. Piped volumes rose 
to 2.99m tonnes in the first 
half against 1.8im a year 
earlier. 

IOC, which produces 
almost half of India's oil 
products, pushed 13.1m 
tonnes of crude oil through 
its six refineries daring the 
period, a 12 per cent rise in 
volumes over the previous 
half year’s 11.7m tonnes. 
Total product sales rose 5.9 
per cent to 21.3m tonnes 
against 19.95m tonnes a year 
earlier. 

IOC is India's sole import- 
export agency for crude oil - 
a monopoly set to end under 
reforms of the petroleum 
sector announced last week. 
• Exide Industries, India’s 
largest automotive battery 
maker, bought all the three 
factories of Standard Bat- 
teries, part of Williamson 
Magor group, for Rslbn 
“plus further value for the 
net current assets to be 
worked out”, writes Kunal 
Bose in Calcutta. 

Williamson Magor is with- 
drawing from the automo- 
tive battery business after a 
review by McKinsey, the 
consultants. 

Exide announced' a 19 per 
cent rise In pre-tax profits to 
Rs243m in the first half. 
Sales rose 8 per cent to 
Rs2.42bn in the six months 
to September 30. Net profits 
rose 1.29 per cent to 
Rsl33.5m after the company 
made larger provisions for 
depreciation and tax. 

Earnings per share fell to 
Rs4.83 from RS5.32. 


Chinese steel producers to merge 


By John Ridding 

China yesterday announced 
plans to merge Baosban Iron 
and Steel, one oT its leading 
steelmakers, with another 
Shanghai-based producer in 
the latest step in efforts to 
restructure China's state- 
owned industries and ration- 
alise production. 

However, some analysts 
warned that Baoshan, one of 
China 's most profitable 
state-owned companies with 
a reputation for independent 
management, could be bur- 
dened by the merger with 
Shanghai Metallurgical. 

“This is not good for Baos- 
han.” said Andrew Cheng, 
China analyst at Jardine 
Fleming In Shanghai. 

“The idea seems to be to 
send a powerful company to 
the rescue of a weaker per- 
former,” added one Hong 
Kong-based analyst How- 
ever, he said Baoshan could 
benefit from expanded mar- 
ket share and sales chan- 
nels, while the impact on 
Baoshan would depend on 
the terms and ffnnnrfng of 
the deaL 

A report in the Shanghai 
Securities News gave few 
details of the proposed 
merger, stating only that the 
deal would be “asset-driven” 



Forging a deal: Baoshan deal is latest step in shake-up of state-owned industries mvumi 


and would create an indus- 
trial giant 

However, Chinese newspa- 
pers said yesterday that 
China wanted to cut the 
labour force in the steel sec- 
tor by more than 700,000, or 
23 per cent by the end of the 


century. The aim was to 
streamline the sector and 
improve efficiency, in part 
through mergers involving 
dominant companies. 

Baoshan is one of a group 
of companies selected to help 


Last .year, it produced 8m 
tonnes of steel, about 8 per 
cent of the national total, 
raising revenues of more 
than Yn20bn <$2.4bn) from 
its core operations. 

Baoshan is dominant in 


modernise Chinese industry, relatively high-value-added 


products, such as sheet steel 
for the automobile sector. It 
is also viewed as a likely 
candida te for international 
capital raising. 

Sta nd ard & Poor's, the US 
credit-rating agency, graded 
the company BBB+, fuelling 
speculation about fund rais- 
ing at the group. 

information about Shang- 
hai Metallurgical is more 
sketchy, although reports 
from China cited profits last 
year of almost YnSOOm on 
qwl ga of YnSObn. The reports 
claimed the producer had 
more than 30 plants and 
ftr-niHpfi, employing a work- 
force of 120,000. 

Yesterday’s announcement 
follows the formation earlier 
this month of a new 
petrochemicals group 
through the merger of five 
Chinese producers. Industry 
analysts in Hoztg Song 
predict more big mergers as 
China struggles to revive 
ailing state-owned 
enterprises. 

In his address to Septem- 
ber's 15 th Communist Party 
Congress, President Jiang 
Tpmln said priority would be 
given to enterprise reform. 
Officials have signalled that 
mergers, share sales and 
even bankruptcies would be 
part of the process. 


Remy Martin to buy into UK offering 


By Louise Lucas in Hong Kong 

R&my Martin, the French distiller, is 
joining Hong Kong property develop- 
ers in taking a strategic stake in the 
territory's latest “red chip” offering 
- Tianjin Development Company, 
which is the investment vehicle for 
the Tiaqjin municipal government 
Among the assets bundled up for 
the share offering are Dynasty Win- 
ery, a Joint venture with R6my Mar- 
tin, and container handling activi- 
ties in China's Tianjin port. Like 
other red chips - mainland-backed 
Hong Kong companies - Tianjin car- 
ries an implicit promise of asset 
injections from its parent 


This prospect of such injections 
helped lift red -chip share prices ear- 
lier this year. Prices continued to 
surge even after Beijing said it 
would ti ghten up Qoi assets being 
sold into Hong Kong-listed vehicles, 
but then fell steeply as the Hong 
Kong stock market started to fall in 
August 

Earlier this month two Chinese 
companies decided to shelve their 
planned issues rather than brave the 
markets, making Tianjin Develop- 
ment one of the first to retest the 
water. 

The company, whose issue is spon- 
sored by Merrill Lynch, is expected 
to raise about HKgLlbn (US$142m). 


Pricing, in an indicative range of 
HKS&2&HKS7.28, will be set after the 
global roadshow, which began yes- 
terday. The stakes bought by R6my 
Martin and the other strategic inves- 
tors will be made at the final price. 

Other companies taking early 
stakes include Cheung Kong, one of 
the territory's biggest property 
developers and the flagship company 
of tycoon Li Ka-shing. and follow 
property developers Kerry Holdings. 
Henderson Investment and New 
World Development, which has been 
a strong supporter of China issues. 

In total, strategic investors will 
take 6.4 per cent of Tianjin Develop- 
ment's issued share capital The big- 


gest stakes are to be taken by 
Cheung Kong and Kerry Holdings, 
which are buying 7.41m shares each. 
Henderson Investment and New 
World Development will each take 
ssm shares, while Remy Pacific is 
buyinglm. 

The pricing range will put Tianjin 
Development on a price earnings 
multiple of 10 to 11.5 times, sharply 
Iowa - than the SO-plus multiple com- 
manded by China Telecom, the last 
red chip to come to market China 
Telecom’s debut in Hong Kong came 
at the height of the territory’s stock 
market turmoil in October, and the 
shares shed 10 per cent of their issue 
price on the first day of trading. 


Barclays 
close to 
sale of 
Asia arm 

By John Bidding 
In Hong Kong 

Barclays Bank, of the UK, 
lias received more IMO 10 
expressions of interest from 
other financial institutions 
concerning the sale of its 
Asian arm and hopes to 
announce a deal by the rad 
of the year, according to 
Roger Davis, chairman and 
chief executive of BZW Asia. 

“These are all serious 
international players," said 
Mr Davis, who added that 
more serious discussions 
would be held this week. 
-We would like to get an 
announcement out by 
Christmas," he said. 

Though BZW and Its 
adviser, Goldman Sachs, 
have declined to comment 
on the identity of possible 
suitors, speculation has 
included large European 
and US banks and regional 
groups which might be 
interested in parts of the 
business. 

Following the sale by Bar- 
clays Bank of Its European 
equities and corporate advi- 
sory businesses to Credit 
Suisse First Boston earlier 
this month, other BZW busi- 
nesses not included in the 
new Barclays Capital group 
are to be sold separately. 
These include the eqnlty 
capital markets, equity 
derivatives. M&A and execu- 
tions businesses of BZW 
Asia, the regional arm out- 
side Japan and Australia. 

The various businesses, 
which represent 700-800 
staff, are operating profit- 
ably. Bui the crises in Aslan 
financial markets will affect 
the pricing of any deal. 
Some buyers might view 
BZW Asia as an opportunity 
to enter the region or 
expand existing operations 
at a low cost 
The sale comes amid 
expectations of a shake-out 
in the regional industry as 
investment banks seek to 
cut costs. Peregrine, the 
Hong Kong-based bank in 
which Zurich Group is set to 
take a 24 per cent stake, is 
one of several reviewing its 
staff numbers. 

The price of the deal with 
Zurich, In which the Swiss- 
controlled company will pay 
US$200m for its convertible 
preference shares, under- 
lined the difficult outlook 
for the sector. The shares 
can be converted from 2001 
at HKS8-00 a share, far 
below the year’s high of 
HK$1840. 


At at these securities having been sold, this advertisement appear as a matter of record only 
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Notice of a 2nd 
Extraordinary General Meeting 

A* i he firs. Extraordinary General Meeting held on 19 November 
1997 did not have the required quorum of one half of iltc shares 
outstanding, the shareholders are hereby notified that a secoud 
Extraordinary General Meeting of shareholders of Fleming Flagship 
Fund (“the Qirapanyl will be held on Thursday. 8 January 1998 
at 2:30 p.m. (Luxembourg time) at the registered office of the 
Company. European Book & Bust ness Centre, 6, route de Treves. 
L2633 Sriujingcrherg, Luxembourg, for the gurpoie of voting on 
the amendments to the Articles of incorporation as set out in the 
following agenda: 

J. Tuan, end in .Article X the first paragraph to as to read; 

The exclusive ohject of the Company is to place the funds 
available in it in securities and other permitted assets of anv kind 
with the purpose of spreading investment risfcs and affording jt» 
sliarchulders the results of ihe management ofits portfolios. . 

8. Tu amend, inter alia. Articles 5.. 6_ 8., 10.. U.. 14.. 16., 17.. 21.. 
23~ 23.. 25.. 27.. and 30., such amendments relating mainly to tbe 
fbOowing matters: 

- iu permit the Board of Directors to create, within each class of 
slwres . subclasses with different characteristics; 

■ to allow charging for the issue oT bearer sliare certificates 

• to incrcve the maximum period for the payment or redemption 
proceeds including switching from seven to ten business days; 

• to increase the tnitiunum number and value at which the Board 
of Directors nuv deride to redeem ail the shares iu a class of shares 

• to reduce the maximum per cent by value of shares in a clas 
able to he switched or redeemed on anv otic Dealing Day from 
10 % to 3 % upon derision of the Board of Directors; 

- to permit liquidation oTcku*cs and subclasses, merger of classes 
and sub-clascs and merger of claws with other investment funds 
upon deciyv* t of the shareholder* and in certain circumstances 

■ upon decision of the Board of Directory 

• Ui provide that 24th Decemlrer will not be considered vts a 
Dealing Das'; 

■ to permit the Board of Directors to manage two or more daws 
of shares on a pooled basis and to specify the rules applicable to 

ate U pooling technique, 

A complete version of the above amendments is available upon 
request at the registered office of the Company m Luxembourg. 

wired for the bolding 
btions Kid he nlidh 
adopted if vtiird in favour hy a. two thirds majority of the shares 
present or represented. A shareholder entitled to attend and rote at 
the meeting mar appoint a proxy to attend and vote on his behalf 
and such proxy need not be a shareholder of the Com piny. Holders 
of hearer shares who wish to attend the meeting must deposit their 
bearer share certificate* five business days prior to the meeting with; 

■ Krcdfetbank SA Luxemboargeoise, 43, boulevard Royal, 

L-2955 Luxembourg or 

■ Robert Hob 
CH- 8037 Zurich, or 

• BucaCommereiileUifimaSpA. Como efi Porta Nnra 7, 

M0I2I MQboo, or ' 

- QtJmtiMMtwra tt AHfnigwrliBChaft, Schotteueasse 6, 

A-1 010 Wien, or ■ 6 

• BHF-SANKAbiengcseUschi 
D-60323 Frankfort? Main, or 

• Banco Exterior de Espana, CojwxSa Intentadonal, 
VSadcJoffPobbA*, E-3S043 Madrid, or 

• BanqorDewsqr&A. Boulevard Anspudi I, Bote SS. " 

B-1000 BrusseL 

Shareholders who cannot peraoitalh attend the meeting are 
requested to use the prescribed form of proxv (uvailahlc n the 
registered office of the Company) and return it it least five business 
dan prior to the date of the Extraordinary General Meeting to the 
Company c/o Fleming Fund Management (Luxembourg) SA, 
L-28S8 Luxembourg. 

The Board of Directors, November 1997 

Flemings 


SbardKddcr, are advised that u,i quorum is requi. 
rtf this Extraordinary General Meeting. ResofutJ 


, Bodcenbefmer Laudttrafie 14. 


- FLEMING FLAGSHIP SERIES II ~~ 

Soctrts d'/mvtlLsirmrnt a f '-n fatal Yitrinblr 

Eurvpmn Bank Cf Busiimn Crntir 
6. rautrdr Tines. L-26S3 SnutiHgnbrrg 
R.C t.nxrmbouig So. B 59 252 

The Shareholders of Fleming Flagship Series II (the Compum') 
are hereby convened to an 

Extraordinary General Meeting 

ro be held on Wednesday. 17 December 19W7 at 2:30 p.m. 
(Luxembourg time) at the registered office or the tV.mp.mv »r ai 
anv adjournment thereof for the purpose of voting on the 
amendments in the Articles of Incorporation a* set mil in ihe 
following agenda.' 

1. To amend in Article 3. the first paragraph »• as to read: 

*I7ic exclusive object of die Company is to place the funds avail- 
able ton in transferable securities and other permitted assets of anv 
kind with tbe purpose of spreading investment risks and affording 
its shareholders the results of the management of its p™ rinlio." 

2. To amend, inter alia. Articles 5.. ft.. 10.. 11.. U„ |6„ 17..«o..2l.. 
22.. 23.. and 26. such amendments relating mainivi.V The 
following matters: 

- to permit the hoard of directors to create, within each rlwv of 
shares . snfvriasxs with different characteristic.*; 

' *° charging for the issue of bearer share certificate*; 

• lo increase the maximum period for the payment ufredemptioit 
proceeds from seven to ten business riavs; 

• to permit liquidation of classes and subcLwcs. merger nfclamcs 
and subclasses and merger of cLcwes with other imestmrm 
TuikU upon decision of the shareholder* and in vermin 
circumstances upon decision of the board or directors; 

’ M 0 ™*' 24th Deccn » hCT " il1 he considered as a 
Dealing Dat- 

• to permit the board of directors to manage two or more classes 
■ of shares on u pooled bads and to specify the r tiles appik able v „ 

such pooling technique: 

' ° f ? r 2 ,0, .: h ’ fivivnniuc the minimum 

amoum of emiriends to ihe distributed. 

Acoroplclc version of the above aineodmeoK is available up«ui 
request at the registered office of the Company in LtixemhiHirg: 

Decisions on the agenda require a 50 % quorum «>r presence unite 
tiiarw in roue. Dvoskmm will he validly Copied ifWd in favour 
bya rwo thirds majority or the sliare- present oi rvpirviiirvl \ 
shareholder enmied (r> attend and vole atihe mretmgViuvapm.it;, 

* proxv io attend and voir on Jiis briialfand such prow n«5f i ! 
be a shareholder uf the Company. Hold™ of beire. share* tE 

™ USI V'T 0 " 1 ,h ™ h ««rsr share 
certificates five bustne*. days pnor to the meeting with; 

' “• b ”“ ,mrd "“S ’ 1 

IVrainsTumi Maapmn,, llraml™# SA. 

The Board of Directors. November 1997 

Flemings 
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COMPANIES AND FINANCE: YAMAICHI 


Government insists it can cope with broker’s failure and dissolve the business in an orderly fashion 

Tears before bedtime as Yamaichi collapses 


W hen it came to the final 
crunch. Yamaichi’s 
president cried. 

“This unexpected situation in 
our company's 100th anniversary 
Is heartbreaking." said Shohei 
Nozawa, as be announced the fail- 
ure of his company yesterday in 
tears. "We don't know how, to beg 
the pardon of our customers, 
shareholders and related people." 

His grief is unsurprising: the 
collapse of Yamaichi is- the largest 
corporate failure Japan has seen 
and has left the country stunned. 

But the uncertainty worrying 
investors now is whether Japan 
can cope with so big a collapse. 
Can the business be dissolved in a 
timely and organised fashion? 
And is there enough money avail- 
able to meet creditors' claims? 

The government insists the 
answer is “yes". The main point 
to grasp about Yamaichi is that it 
is not officially insolvent yet This 
puts it In a markedly different cat- 
egory to the collapse of Barings, 
the UK investment hawk 
Pinal details ctn Yamaichi's bal- 
ance sheet w£Q not emerge until 


today. But Its assets are under* 
stood by the ministry of finance to 
stand at Y3,609bn ($28.7bn), 
compared with- liabilities of 
Y3^09bn. ' 

On top of this, the group has 
some Y260bn worth, of off-balance 
sheet losses, hitherto concealed 
through tobashi accounts: the 
practice of shuffling losses 
between accounts. But the minis- 
try believes that this can be cov- 
ered by the group's capital 
account This was estimated to be 
more than YdOOhn over the week- 
end, but revised down to Y264bn 
yesterday. This means that it - 
rather conveniently - just 
matches the problem. 

Yamaichi, in other words, 
appears solvent. This has big 
implications- for how the govern- 
ment will tackle the wiDcttng-up. 
In theory, creditors and depositors 
can be paid in full The problem is 
not plugging actual losses, but 
providing enough money to 
smooth out funding problems. 

To ease this, the Bank of Japan 
yesterday announced it would 
offer unlimited, unsecured loans 


under article 25 of Its constitution 
to the group, via Fqji Bank - 
Yamaichi's traditional partner. 

So far, so good. The problem, 
thougv.is that the YlOObn gap 
between assets and. liabilities at 
present is slim, compared with the 
scale of the problems. 

If more hidden tobashi losses 
emerge; car the' balance sheet esti- 
mates change again, the group 


But the ministry plans to ask 
parliament early next year to 
approve measures to expand the 
CFOS. It wants to do this by 
allowing companies to offset 
payments to ft against tax - or 
providing resources from the 
government budget by backdoor 
means. 

• The uncertainty, though, 
remains the creditors. Some gov- 


Investors are worried about whether there 
will be enough money available to meet 
the claims of creditors 


will no longer be solvent In this 
case, depositors will stni be pro- 
tected, according to the ministry's 
plan. The mechanism for this is 
the Compensation Fund for 
Deposited Securities - an industry 
insurance scheme. 

This has a mere Y34.9bn of 
resources, of which Y4bn has been 
spent -on two tiny failures, and 
Y20bn will be spent on the recent 
collapse of Sanyo Securities. 


ernment officials believe that 
Bank of Japan funds cannot be 
channeled to a company which is 
blatantly insolvent - or used to 
directly pay creditors’ chums. ' 
The ministry yesterday argued 
it did not have a scenario for this, 
since it was convinced Yamaichi 
was solvent. “We do not think 
this is a problem," one senior offi- 
cial said, who looked haggard 
after toiling through the night to 


draw up a plan for Yamaichi. 

The Bank of Japan, though, is 
mulling its options. Political sen- 
sitivities mean that official cannot 
be explicit about using public 
money. But officials argue that 
loans will be used to pay creditors 
indirectly, if necessary, to main- 
tain confidence in the financial 
system. 

As Yasuo Matsushita. Bank of 
Japan governor says: “All transac- 
tions between the firm, including 
its overseas establishments, and 
domestic and overseas investors 
as well as creditors will be per- 
formed smoothly." 

But other uncertainties remain. 
One is the scale of the total losses 
of Yamaichi's entire group: other 
affiliates will almost certainly 
now fold as well, and the group’s 
total liabilities are some Y6,7Wbn. 

Another is timing: dissolving a 
group like Yamaichi could take 
months as the government tries to 
sell viable assets. No timescale 
has yet been agreed, although the 
business is expected to start wind- 
ing down from this week. 

A third issue is whether offi- 


cials can actually cope smoothly 
with the failure. Recent examples 
are mixed. Sorting out the col- 
lapse of Sanyo Securities has been 
difficult because client and propri- 
etary accounts in the Japanese 
government bond market were 
mixed Up. 

The recent collapse of Nissan 
Mutual, a life assurance group, 
also turned up some startling 
tales: some liabilities were double 

paid by accident, alter a mix up in 
records. 

In Yamaichi's case, because it Is 
not a bankruptcy, the courts will 
not administer the windibg up. 
Instead, a special council con- 
vened by the ministry will take 
charge. The government Insists 
this will ensure an orderly clo- 
sure. But it is the first time the 
method has been used on such a 
large scale. 

Either way. it may take several 
weeks before investors are as con- 
vinced as the government that 
Yamaichi's collapse can be han- 
dled with ease. 

Gillian Tett 


Financial sector braces itself for further failures 


F ailures In . Japan's 
financial sector are 
coming more quickly 
and getting bigger. First, 
Sanyo Securities, a second- 
tier broker, collapsed on 
November 3. A week later. 
Takugin, the 10th largest 
commercial bank, folded. 
Now Yamaichi, the country's 
fourth biggest broker, has 
gone to the wall in Japan's 
• larges t-ever collapse, with 
liabilities of - Y3,509bn 
($27.8bn). Is the Japanese 
financial system in danger of 
meltdown? _ 

In the short term, most of 
Yamaichi’s subsidiaries and 
affiliated companies look 
doomed. The ministry of 
finance said yesterday it was 
confident that three of Yam- 
aichi’s 11 directly owned 
businesses - Yamaichi 
Investment Trust Manage- 
ment, Y amaichi Trust and 
Bank, and Yamaichi Interna- 
tional Capital Management — 
would remain open, but was 
uncertain about the rest 
Worrying, too, is the fate 
of 10 small brokerages con- 


trolled by Yamaichi. Most 
owe money to their parent 
company and their position 
is precarious. Shares in 
Taiheiyo Securities, the only 
one of the 10 quoted on the 
stock market, were at just 
Y92 at the end of last week, 
near a historic low. 
Although Taiheiyo’s man- 
agement yesterday insisted 
the company was solvent, 
another broker, Japan Secu- 
rities. warned it would stop 
lending shares in Taiheiyo 
for m a r gin trading. 

Although Yamaichi's col- 
lapse looks containable, 
there is a real likelihood that 
other securities houses, not 
related to Yamaichi. will be 
driven to the wall by liquid- 
ity crises as other companies 
refuse to trade with them. 

Counter-parties will have 
been unnerved by the revela- 
tions about Yamaichi’s hld- 
den losses. They will be won- 
dering.. what horrors are to 
be revealed In other institu- 
tions. Not least, they will be 
demanding better disclosure 
and an Improved perfor- 


mance from regulators. “If 
the appropriate policies are 
not put in place, this [crisis) 
will unequivocally spread to 
second-tier brokers and 
weaker banks,” warns James 
McGinnis, analyst at Dresd- 
ner Kleinwort Benson in 
Tokyo. 

The brokers most at risk 
are thought to be groups 
with unhealthy capital 
bases, weakened by poor 
profits caused in part by low 
volumes on Tokyo stock 
exchange. Five of the 
second-tier brokers have 
notched up six consecutive 
years of lasses. Recent heavy 
falls in share prices have 
highlighted those most vul- 
nerable. They include New 
Japan Securities, Kankaku 
Securities, Okasan Securi- 
ties, Yamatane Securities, 
Cosmo Securities, Tokyo 
Securities, National Securi- 
ties and Dai-Ichi Securities. 

Critical for their .future 
will be the position taken by 
their relationship banks. 
Even though Fuji Bank was 
Yamaichi’s biggest share- 


holder, it washed its hands 
of the broker. By contrast. 
Industrial Bank of Japan has 
indicated that it intends to 
support its affiliated brokers, 
New Japan and Wako. IBJ 
said last week that it was 
p lanning to extend new sub- 
ordinated loans to New 
Japan/Dai-Ichi Kangyo Bank 
has also indicated that It 
would support Kankaku, and 
recently extended subordi- 
nated loans. The question is 
whether the markets will 
believe this. 

M oreover, many 
banks have their 
own difficulties. 
The poor state of the econ- 
omy and collapse in the 
property market has 
resulted in huge bad debts. 
The eight commercial banks 
that have reported half-year 
results hqd combined bad 
loans of Y0362bn. fit addi- 
tion, their capital bases have 
been undermined by tbe fall- 
ing value or their equities 
holdings, and the quality of 
their overseas lending hit by 


the recent crisis in Asia. 

Among the banks, there Is 
a host of threatened regional 
groups, such as Ashikagi. 
Doug Ostrom, of tbe Japan 
Economic Institute of Amer- 
ica, a US think-tank, argues 
that Nippon Credit Bank, 
Long Term Credit Bank and 
up to three of Japan’s seven 
trust banks could be vulner- 
able. their "Some of the 
major banks like Daiwa 
could fail if Japanese stocks 
resume their recent Call." he 
says. 

All eyes will be on the 
stock market every morning 
until tbe end of March, when 
tbe banks close their books 
for the year. If the market 
falls again below the 15.000 
mark, all but two of the top 
20 banks will sustain losses 
on their equities ’ holdings. 
Without a sustained rally, 
the next four months look 
particularly perilous for 
Japan’s financial system. 

Paul Abrahams 
and Gillian Tett 


Brokers tareach the 100 barrier 
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Trading 

losses 

worry 

exchanges 

By Samer bkandar 
in London and Nikki Taft 
in CTticege 

Derivatives exchanges 
yesterday restricted Yam- 
aichi's activity to the 
unwinding of existing trades 
after fears that Yamaichi’s 
competitors might be called 
on to cover its future losses. 

Companies trading on 
derivatives exchanges cover 
their losses every day 
through margins - cash pay- 
ments to the exchange’s 
clearing house. However, 
Yamaichi’s existing posi- 
tions will take several days, 
possibly weeks, to be closed. 
Any losses incurred in the 
meantime might have to be 
paid for from reserve funds 
comprising cash deposits 
from all market partici- 
pants. 

Yamaichi’s trading posi- 
tions were covered until last 
Friday, but it remained 
uncertain whether it would 
be able to meet future mar- 
gin calls. 

In Loudon, meetings were 
held over the weekend 
between officials from Liffo. 
the derivatives exchange, 
the London Clearing House 
and market regulators 
including the Bank of 
England and the Securities 
and Futures Association to 
ensure “the orderly unwind- 
ing of positions”. 

Matif. the French 
exchange, said Yamaichi's 
trading was handled by 
another clearing member of 
the exchange, which was 
responsible for the Japanese 
broker’s margin require- 
ments. Any losses cm Yam- 
aichi's trades would have to 
be paid for by its clearer, 
which would then try to 
recover the amount from 
Yamaichi. 

At the Chicago Board of 
Trade, where Yamaichi 
International was a clearing 
member, Yamaichi was no 
longer actively trading, and 
confined its operations to 
the liquidation of existing 
positions. The position was 
the same at the Chicago 
Mercantile Exchange. 
CBOTs cross-town rivaL 
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THE MALAYSIA CAPITAL FUND LIMITED 

Directors: AJ? Schouws, DA Tfoute, R-E. Vfessels, M.S. Wells*, C Leas* 

'Independent nan-execadve director 

To Shareholders 

DELISTING OF THE COMPANY FROM THE AMSTERDAM STOCK EXCHANGE 

The Directors wish to convene an Extraordinary General Meeting (“EGM”) of the Shareholders of the Company ro be held 
on 15 December 1997. At the EGM Shareholders will be asked their consent to' allow the Directors to request that the 
Company be delisted from die Amsterdam Stock Exchange effective 22 December 1997. 

Should Shareholders give consent to request that the Company be delisted from the Amsterdam Stock Exchange the 
following three options will be available to them: 

- Continue to hold shares in the Company. After the delisting of the Company; Shareholders wil] continue to be able to 
offer their shares for repurchase by the Company on a monthly basis as set out in the Prospectus of the Company dated 
11 July 1994. 

- Offer shares for immediate repurchase. Shareholders will be allowed to offer their shares for repurchase by the Company 
on 22 December 1997, being herein defined as a Special Repurchase Date. Repurchase procedures will follow the same 
proceduns as sfs: out in rite Prospectus of the Company dared 21 July 3994. 

- Switch shares into another vehicle. Rnrtis Investments has arranged for Shareholders who wish to have their shares in 
the Company repurchased to have them switch their holdings into shares of Asian Selection Fund N.Y (‘ASF’’), an open- 
end investment company listed cm the Amsterdam Stock Exchange, which invests in the Far East. 

For more information on ASF please contact Fortis Investments at Telephone 31-30-257-4955 or Easrimfle 31-30-257-7943. 

The repurchase price of shares by the Company win be calculated following the usual conditions set out in the Prospectus 
dated 11 July 1994 and thus based on 99% of the Net Asset Value of the shares as at 22 December 1997. Subscription to 
ASF can take place at the net asset value per share of ASF without additional subscription charges to the Shareholder This 
offer to switch their holdings into shares of ASF is only valid up to and including 22 December 1997. Fortis Investments 
will be responsible for paying the switching charges of ASF. 

Shareholders wishing to switch their shares of the' Company into shares of ASF should deliver their certificates representing 
shares in the Company to MeesPierson N.Y, Rokrn 55, 1012 KK Amsterdam by 22 December 1997 at the latest and they 
nrill receive the ASF shares issued at the net asset value as at 22 December 1997. Rounding differences resulting from this 
switch will be paid in cash. 

Further details of the above proposals are set out in a Circular to Shareholders dated 21 November 1997. Copies of the 
Circular and of the Prospectus of the Company dared 11 July 1994 are available from the offices of MeesPierson N.v, 
Roldn 55, 1012 KK Am s terdam and Morgan Guaranty Trust Company of New York - Belgium Branch, Avenue des Arts, 35 
~ 1040 Brussels, Belgium. ... 

Notice is hereby given that this Extraordinary General Meeting of the Company will be held at the offices of MeesPierson 
(Cayman) limited, British American Centre, Phase 3, Dr Roy’s Drive, Grand Cayman, Cayman Islands, British West Indies, 
on 15 December 1997 at 10:30 am for the purpose of considering, and if thought fit passing, the resolution set out below 

as a Special Resolution: 

Special Resolution 

That the Directors request that the Company be delisted from the Amsterdam Stock Exchange effective' 22 December 
1997 and that such date be deemed a Special Repurchase Date and tfaar the Directors be and are hereby authorised to rake 
all steps necessary or desirable to effect the delisting of the Company" . 

21 November 1997 

Registered Office*. 

RO. Box 2003 
British American Centre 
Phase 3, Dr Roy's Drive 
Grand Cayman 
Cayman Islands 
' British West Indies 


A member entitled to vote and attend ar the above meeting may appoini a proxy or proxies to attend a vote instead of him by 
delivering a proxy form to The Malaysia Capital Fund Limited, c/o MeesPierson (Cayman) Limited, RO. Bar 2003, British 
American. Cerurz, Phase 3,Dr Ray's Drive. Grand Cayman, Cayman Islands, British Wtef Indies. A proxy need not to be a member 
of the Company. A member who completes a proxy form may attend the meeting and vote in peribn. 


By order of the Board 

MeesPierson Fund Services (Asia) Limited 

Assistant Secretary 



is pleased to announce the listing of its .American Depositor v 
Receipts (ADRs) on the .Xeir York Stock Exchange (A YSE). 

MATA l is the principal provider of telecommunications 
services in Hungary with approximately 2.3 million 
access lines, in addition , through its interests in Hostel -450 
and fJestet 900. MATAJ is Hungan^s largest mobile 
telecommunications service provider . ; with over 
* *00,000 mobile subscribers. 

\L\TA\ is the first Central European company to issue 
M SE- listed. ADRs. MATACs sjxmsored .American Depositary' 
Shares (.ADSs) trade on the A YSE under the symbol MTA. 
TheADSs are issued on the basis of I ADS representing 
5 ordinary' shares of the company. 

JJ*. Morgan* the worlds leading ADR firm, 
acts as depositary bank through its subsidiary * 

Morgan Guaranty' Trust Company 


JPMorgan 

Xorember 1997 
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COMPANIES AND FINANCE: EUROPE 


Investments help Carlsberg advance 


By John Win man. 

Consumer Industries Editor 

A sharp increase in returns 
from investments raised pre- 
tax profit at Carlsberg Brew- 
ing, the Danish drinks 
group, by 11,8 per cent to 
DEri.76bn (5264m) in the 
year to September 30. 

Operating profit in the 
brewing and drinks busi- 
nesses rose 0-2 per cent to 
DKrl^bn, with a decline in 
beer consumption in the 
company's principal Euro- 


pean markets. But financial 
income rose 58 per cent to 
DKrSOlm as Carlsberg bene- 
fited from buoyant share 
prices. 

The group also realised 
gains by selling part of its 
portfolio to finance 
investments, and plans to 
continue with sales this 
year. However, the most- 
traded B-shares closed down 
DKrlO at DKr360. 

In Denmark - where 
Carlsberg has 70 per cent of 
the beer market - consump- 


tion fell about 2 per cent. In 
soft dr inks , the group has 
about half the home market 
and saw a 9 per cent rise in 
consumption. Carlsberg said 
it foresaw increased competi- 
tion and would continue its 
efforts to rationalise 
operations. - 

The 18 per cent deprecia- 
tion of the krone against 
sterling meant an Improve- 
ment in earnings from Carls- 
berg-Tetley. the UK brewer 
which has been solely owned 
by the Danish group since 


August 22. Carlsberg said 
plans to close three of the 
five UK breweries over three 
years and reduce the work- 
force by 40 per cent would 
ensure that Caiisherg-Tetley 
would continue to make a 
substantial contribution. 

But it warned its UK sub- 
sidiary would face tougher 
trading conditions in 1997-98, 
in a market with fiat con- 
sumption and excess capac- 
ity. The renegotiated supply 
contract for Allied Domecq’s 
UK pubs, which comes .into 


effect next month, would 
also be less profitable, said 
Carlsberg. 

Warnings from the group’s 
Malaysian brewing operation 
rose 26 per cent, but profits 
in China were hit by disap- 
pointing sales and heavy 
investment in marketing. 
The company said it expec- 
ted further strong growth in 
Asia, and would Increase its 
investment, there and in 
Eastern Europe. 

Group turnover was up 7.9 
per cent to DKrl9.4bn. and is 


expected to rise DKiSbn this 
year, partly because of the 
Increase in its share of Carls- 
berg-Tetley from 50 per cart 
to 100 per cent The forma- 
tion of Coca-Cola Nordic 
Beverages, a joint venture 
with Coca-Cola to distribute 
its products in Scandinavia 
which was approved by the 
EU in September, will boost 
soft drink sales. 

Earnings per share rose 
16.8 per cent to DKns.43. 

The proposed dividend is 
DKr3.60 - up 5.9 per pent 


Italian tumround on the runway 


T hese are critical days 
for Alitalia. Italy’s 
state-owned - and tra- 
ditionally. troubled - 
national airline. 

For most of the last 10 
years, the company has been 
regarded as among the more 
inefficient and overmanned 
in Italy, with its pilots 
among the most overpaid in 
Europe. Its annual and half- 
yearly reports have repeat- 
edly shown losses. The com- 
pany has long been viewed 
by its competitors as an air- 
line that flies aircraft, not 
passengers. 

A tumround now appears 
to be under way, however. 
Earlier this year. Iri, the 
state holding company 
which owns 86.6 per cent of 
Alitalia's share capital, 
received approval from Brus- 
sels to inject L2.750bn 
($1.6bn) of its own cash into 
the company to wipe out 
substantial losses last year. 

At the same time, a new 
chief executive, Domenico 
Cempella, has made consid- 
erable headway restructur- 
ing the company, and has 
reached agreements with 
unions to cut staff costs by 
some 12 per cent in the first 
six months of this year. 

In the next few weeks, a 
vital stage in the restructur- 
ing should be put in place 
when Alitalia announces the 
European airline with which 
it will have a strategic part- 
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airline that flies aircraft, not passengers 


nership, co-ordinating air- 
port hubs and international 
routes. The announcement 
could coincide with plans to 
sell part of Iri’s stake in Alit- 
alia, details of which may be 

released this week. 

Until now, Alitalia has 
been conducting separate 
negotiations with three com- 
panies - ELM, - of the Nether- 
lands, Air France and Swiss- 
air. Although no decision 
can be ruled out, it appears 
increasingly likely that the 
deal will be with KLM, 
whose operations are consid- 
ered by Alitalia to be techni- 
cally compatible with their 
own. 

Mr Cempella, who came to 
the chief executive's post 18 
months ago, knows the com- 
pany intimately, having 
started his career as an Alit- 
alia check-in clerk at Rome's 


Ciampino airport. He has 
introduced ' a range of 
reforms - among them the 
creation of separating oper- 
ating units within Alitalia 
that serve as benchmarks of 
quality and inefficiency. 

“They have turned the cor- 
ner and there is certainly a 
clear commitment to change 
and a wish' to improve qual- 
ity of service," says Chris 
Tarry, an analyst at Dresd- 
ner Kleinwort Benson in 
London. 

A corporate financier 
involved in the negotiations 
over a partner is also 
impressed by Mr Cempella. 
“There is none of the empty 
talk about change that you 
often get from people in the 
state sector," he said. “He is 
clearly committed to turning 
the company round.'’ 

The strategic alliance - 




SGS Sodete Generate de 
Surveillance Holding S A 

8, rue des Alpes - 1211 Genfeve 1 


NOTICE IS HEREBY GIVEN THAT AN 

EXTRAORDINARY GENERAL MEETING 

of the above Company will be held on Tuesday 16th December 1997, at 3 p.m. at the 
Noga Hilton Hotel, Salle Ballroom (mezzanine), 19 quai du Morrt-Blanc, Geneva. 

The doors will open at 2 p.m. 

Access will be permitted to 

■ bearer shareholders, upon presentation of an admission card, at the 
entrance before 2.45 p.m. 

■ registered shareholders, upon placing, before 2.45 p.m. at the entrance, 
an admission card which will be exchanged for a voting card. 

The doors will dose at 3 p.m. predsely. 

AGENDA 

1. Reduction of share capital. 

2. Amendment of art.5 and art. 5 bis, 1st par. of the Statutes. 

The Notice of the General Meeting together with the proposals of the Board of 
Directors is published in the Swiss Federal Trade Gazette, the offidal publication body 
for the Company, on the 25th November 1997. 

BEARER SHAREHOLDERS 

The holders of bearer shares wishing to participate or be represented at the Meeting 
may obtain an admission card either by depositing their share certificates at the head 
office of the Company, or by sending to the Company a statement of deposit and 
holding duly executed by their bank of deposit. The deposit of share certificates and 
collection of an admission card may be made on any business day, until 9th December 
1997 at the latest, at the head office of the Company between 9.30 and 11.30 am. or 
otherwise by arrangement (Telephone +41 22 - 739 95 51, Share Registry). No 
admission card wilt be available at the entrance of the Meeting. The shares deposited 
may be collected from the first business day following the Meeting. 

REGISTERED SHAREHOLDERS 

Registered shareholders appearing on the register of shares as at 20th November 
1997 will receive, directly, a notice of Meeting. Shareholders in respect of whom a 
registration would have been made during the period 20th November to 24th 
November 1997 will receive the Notice of Meeting at a later date. Shareholders entered 
on the register during the period 24th November to 1 6th December 1997 will not 
receive the notice. Registered shareholders who will have sold their registered shares 
prior to the Meeting will not have voting rights in respect of those shares. 

REPRESENTATION 

Shareholders not wishing to take part in the Meeting may be represented by another 
shareholder (in accordance with the provisions of the Statutes, registered shareholders 
may only be represented by another registered shareholder in possession of a written 
proxy) or by their bank of deposit. They may also be represented by a representative of 
the Company or, alternatively, designate Ms. Dominique Brown-Berset, attomey-at-law, 
Froriep Renggfi & Partners, 4 rue Charles -Bonnet, CH 1206 Geneva, an independent 
person pursuant to Article 689c CO, to represent them at the Meeting: In such instance, 
we would ask that registered shareholders address their proxy form or. In the case of 
bearer shareholders their admission card, directly to Ms. Dominique Brown-Berset at 
the aforementioned address, until 9th December 1997 at the latest. 

Deposit representatives within the meaning of Articles 68 9d CO, are requested to 
inform the Company as soon as possible, and in any event not later than 16th 
December 1997 at the entry roster of the Meeting, of the number, nature and nominal 
value of the shares they represent. Institutions subject to the Federal law on banks and 
savings Institutions of 8th November 1934 as well as professional portfolio managers 
are considered as deposit representatives. 

MINUTES OF THE MEETING 

From the 23rti December 1997, the resolutions of the Meeting will be available for 
inspection by shareholders at the head office of the Company. 


Geneva, 25th November 1997 


On behalf of the Board of Directors 
Elisabeth Saltoa Amorini, Chairman 


which is to be announced 
before the end of this year - 
is a critical next step for 
Alitalia because Iri acknowl- 
edges that, after years in 
state hands, the company 
cannot thrive in the tough. 
European marketplace on. its 
own. 

Some analysts believe an 
alliance with Air France 
would be better for Alitalia's 
long-term interests, amid 
suggestions that the French 
carrier is one of three - Brit- 
ish Airways and Lufthansa 
are the others - that are set 
to be at the core of the Euro- 
pean ftiritma industry. 

But although a link-up 
between Air France and Alit- 
alia would create an alliance 
with a huge domestic mar- 
ket, KLM promises an attrac- 
tion of opposites. “The 
Dutch atrlfwa hafl a Small 


domestic base and a big 
inte rnational network, while 
Alitalia has the exact oppo- 
site," says one analyst. 

Another crucial feature of 
a deal with KLM would con- 
cern the airlines’ two main 
hubs, ktjm is understood to 
be urgently in need of a sec- 
ond hub in Europe because 
of congestion at Schipol air- 
port in Amsterdam. Alitalia, 
however, needs financial 
support, for the development 
of Malpensa airport in Milan, 
which has very poor road 
awri rail links — and it needs 
a partner whose own huh is 
at a fair distance and is not 
already competing for Italian 
passengers. 

Despite signs that a deal 
with ktm is nearing comple- 
tion. there are continuing 
Indicat ions that the French 
have not given up hope. 

But the overwhelming fear 
at Alitalia is that an alliance 
with the French carrier 
would be deemed too politi- 
cal in its origins, a plank in 
the close alliance between 
Rome and Paris in the 
run-up to European mone- 
tary irainn 

As one senior figure puts 
it “If we are to start selling 
shares next year we need a 
deal that is perceived to be 
good sense on a technical 
and commercial level, not a 
political one.” 

James Blitz 


Brisa offering 
draws strong 
retail demand 


By Peter Wise in Lisbon 

Portugal's small investors 
yesterday flocked to the ini- 
tial public offer of Brisa, one 
of Europe's biggest motor- 
way operators, ordering 128 
times the number of shares 
on offer. The institutional 
offering was 30 times 
subscribed. 

The demand led analysts 
to question the pricing at 
Es4£50 a share, E&150 below 
the top of the pre-announced 
range. “It's difficult to 
understand why the govern- 
ment didn't ask the top 
price,” said a Lisbon broker. 

. More than 450,000 people - 
more than 5 per cent of the 
adult population - placed 
orders for shares in the offer- 
ing of 35 per cent of Brisa's 
capital, which raised more 
than Es98bn ($549m). 

Retail demand was far 
higher In relative terms than 
for offerings of Electriddade 
de Portugal, the power util- 
ity. and Portugal Telecom 
earlier this year, which were 
37 and 14 times respectively 
oversubscribed by small 


investors. Small investors In 
Brisa. who were offered a 3 
per cent -discount an the 
offer price, will receive only 
two shares, for every 1,000 
ordered. Expectations that 
orders were to be scaled 
back substantially had 
helped fuel the heavy 
demand. - 

Brokers believe many 
small investors hope to 
make a quick profit by sell- 
ing shares soon after they 
begin trading on the Lisbon 
stock exchange today. 

Brisa is semi as an attrac- 
tive company for Portugal’s 
retail investors, who have 
been channelling their 
savings into- equity at an 
unprecedented pace as a 
result of a sharp fall in 
long-term interest rates over 
the past two years. 

Brisa's network, currently 
totalling 646km, is scheduled 
to grow to LlMkxn by 2004, 
when construction' of the 
company's motorway system 
will be complete. But the 
heavy investment required 
will result in a high level of 
debt 


C&W appeals 
to Israeli PM 


By Judy Dempsey 
in Jerusalem 

Cable and Wireless, the UK 
telecommunications group, 
has approached Benjamin 
Netanyahu,, the Israeli prime 
minister, about doubling its 
stake in Bezeq, the Israeli 
state-controlled telecoms 
operator. 

The appeal came after 
nearly 18 months of negotia- 
tions, hut C&W stQI appears 
to be no closer to raising its 
stake to 20 per cent 

“It's like ping-pong," said 
Azriel Nevo, C&Ws repre- 
sentative on the Bezeq 
board. 

“Mr Netanyahu says he 
wants Investors to come to 
Israel. Yet we are still 
waiting to finalfop an agree- 
ment with Bezeq." 

C&W wants to consolidate 
Bezeq in its balance sheet. 
The Israeli group last year 
had net profits of Shk658.7m 
($i86.5m) on revenues of 
ShkS^bn. 

Mr Nevo said the UK oper- 
ator was also interested in 
Israel as a springboard to 


further expansion In the 
Middle East. Earlier this 
year C&W signed an agree- 
ment with Paltel, the Pales- 
tine Telecommunications 
Company, to provide support 
in the managemen t and 
development of the telecoms 
sector in the former occu- 
pied territories. . . 

Bezeq said the government 
was reluctant to allow C&W 
to lift its stake “because it 
wants to keep its options 
open. It has not decided if it. 
wants to issue tenders for a 
strategic partner once- it 
decides to relinquish Its 
majority stake.” 

The government, holds 
more than. 62 per cent of 
Bezeq, with the remaining 
shares held by Merrill 
Lynch, the US investment 
bank, C&W and the public. 

It had planned a secondary 
public offering of 1L6 per 
cent this month, but this 
was postponed because the 
prospectus was hot ready. 

Bezeq said the government 
might allow C&W to raise its* 
stake if it did not find a suit- 
able strategic partner. . 


Benckiser 
first day 
ends with 
premium 
of 1.8% 


By Gordon Cramb 
in Amsterdam 

Shares in Benckiser, the 
German-owned household 
products company, rose to a 
modest 1-8 per cent pre- 
mium In first-day trading on 
the Amsterdam stock 
exchange yesterday, after an 
international offering which 
valned the group at 
FI 3.461m ($1.75bn). 

The closing level of 
FI 67.20 compares with' an 
issue pricing set overnight 
at FI 66, itself towards the 
upper end of the originally 
indicated FI 60-F1 70 range. 
An over-allotment option Is 
to be exercised, putting 
almost 40 per cent of the 
company in public hands. 

The shares were being 
sold, by Betaumn family 
of Ludwigshafen. file town 
from ' which Benckiser 
-moved its corporate base to 
Amsterdam In mid-year. 
This followed the 1996 
spin-off of its Coty cosmetics 
business, now head- 
quartered in New York. 

Benckiser makes Calgon 
water softener and Calgohit, 
Finish fend Electrasol dish- 
washer detergents. 

It achieved net p r ofits last 
year of FI 164.9m, or -FI 3.15 
a share, from revenues of 
FI 3.04m. 

Bart Becht, chief execu- . 
five, said that despite recent 
upheavals on world equity 
markets, “it was not a bad' 
time to come. The consumer 
sector, particularly among 
those involved with cleaning 
products, has done weD." 

About 45 per cent of 
demand came from US 
investors, said Gavin Mac- 
Donald, of Morgan Stanley 
Dean Witter, co-ordinator 
for the issue. 

Benckiser, which is also . 
listing on Wall Street, 
priced its New York shares 
at $33.52. 

Including the 2m units for 
over-allotment, the total 
offering of 21m B shares is 
on course to raise nearly 
FI l-39bn. 

Mr MacDonald described 
the offer as significantly 
oversubscribed, though he 
would not specify a multi- 
ple. About 80 per cent of the 
shares will go to institu- 
tions. 

Benckiser, up against 
industry giants such as the 
Angio-Dutch Unilever and 
Procter and Gamble of the 
US, claims world leadership 
in supplying cleaning agents 
for use in household auto- 
matic dishwashers. The 
company puts its market 
share in the segment at 
some 34 per cent 



EUROPEAN NEWS DIGEST 


Banca di Roma 

fully subscribed 

investors had been fully subscribed a tt the « dof Hu. u* 
day. With the bank looking to complete i a L-300bn 
(Sl.Sbn) share placement to retail and 
tore this week, advisers to the offer, 
the entire retail offer of 900m shares had been win. > wi 
ing the bank a potential total of LI.300bn. __ chnrps j n 
Work is still under way on plaongsome 700m-^r» 
an offer to institutional investors. Advisers to ftuga 
Roma said the institutional placement » bu ^ n ? t 

wSF. but that “an operation like this would nevere^t 

to be covered until later in the week . Banca 
■success in selling its equity to small domestic i * 

homes In spite of reare that the crisis m Asian financim 
markets might dampen enthusiasm. Jams BUz. Ron 

■ BANKING 

Deutsche merges mortgage units 

Deutsche Bank, Germany's biggest, yesterday K»d it was 
merging two of its mortgage banking subsidiaries to form 
the country’s third biggest mortgage institution. The 
move is in preparation fqr the introduction or Europe s 
single currency. , . , 

Deutsche, Germany's biggest bank, said k 

LUbecker Hypothekenbank would be absorbed into Frank 
furter Hypothekenbank Central boden with effect from 
January 1998. The new unit, Europaische Hypotheken- 
.bank, would have total assets of DMIOObn ($5<.5bnt and a 

total mortgage volume of DM45bn, . 

The move follows the recent decision or Dresdner Bank 
to merge its three mortgage banks into a single operation. 
The German market is dominated by the two Bavarian 
banks which are merging to form Bayerische Hypo- una 
Vereinsbank. DePfa Bank is also a big mortgage lender. 
Deu tsche said its mortgage bank's equity capital of 
DM2. 75b n would enable the growth necessary- in a wider 
European market and provided a good base for further 
business development. The merger is the final step in the 
reorganisation of its property finance business: Ltibccker 
Hypothekenbank is strong In private customer business 
while Frankfurter Hypothekenbank Centralboden handles 

large commercial transactions. 

Graham Bowley. Frankfurt 


M ELECTRICAL ENGINEERING 

Siemens sells wholesale division 

Siemens, the German electronics and electrical engineer- 
ing group, yesterday announced the sale of Its wholesale 
electrical goods business to Indus tri Kapital. a private 
equity fund. The sale, for an undisclosed sum. is a fresh 
move by Siemens to trim its activities to concentrate on 
core businesses. 

' The acquisition is also evidence of growing momentum 
in the fledg ling German venture capital market, which 
has been boosted by .the sale by many of Germany's big 
companies of their small, non-core businesses. Siemens 
said Inrfustri Kapital. which has total funds of more than 
DM2bn ($Llbn). would buy its “i-centre" division and all 
its affiliated companies in Germany and neighbouring 
countries. The division's existing management would also 
take a stake in the business. 

F attier this month Siemens sold its dental business to a 
group of international investors. Last month it sold its 
defence electronics activities to British Aerospace and 
Daimler-Benz Aerospace. The "i centre" division last year 
had sales of DM1. 7b el Graham Botolcy 

■ CEMENT 


Lafarge invests in Romania 

Lafarge, the world's biggest construction materials group, 
yesterday confirmed the $200m acquisition of a 51 per cent 
controlling stake in Rorncim. Romania's leading cement 
maker. Romdm has a 40 per cent share or its domestic 
cement market and accounts for two-thirds of exports 
from Romania, which is an Important exporter. As part of 
the deaL Lafarge will spend $30m next year on a plant 
modernisation programme aimed at cleaning up existing 
facilities and making them more efficient. 

Financial Staff 

U TELECOMMUNICATIONS 


Slovenia launches mobile tenders 

The Slovenian government is attempting to clear up a 
legal dispute in the country's telecommunications sector 
by launching tenders for two concessions to supply- 
mobile services. Companies have until late February to 
lodge bids for radio frequencies for operating global sys- 
tem mobile services. 

MobiteL a state-owned company, has been the monop- 
oly provider of GSM services since 1996. But the legal 
.basis of its operations has come under attack this year. It 
will now have to apply, on the same terms as other bid- 
ders. 

Digitel, which is minority -con trolled by US-based Van- 
guard Cellular, is suing the state for $45m-$Sm after an 
unsuccessful three-year campaign to break into the GSM 
market It is m ak in g smaller personal claims against the 
Slovenian transport minister and four other officials. 

Jack Grimstcm, Slovenia 
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Kimberly-Clark plans for growth 


K imberly-Clark 
became the world’s 
biggest tissue maker 
two years ago when it 
bought rival Scott Paper for 
$9.4bn in stock. Now, the 
acquisition is beginning to 
look like another of those 
mega-deals that has proved a 
triumph of hope over experi- 
ence. 

Late on Friday, after the 
market closed, Kimberly- 
Clark announced the loss of 
5,000 jobs, or 7 per cent of its 
world-wide workforce; the 
closure of 18 plants; and a 
charge of $81 Om before twv, 
or $LQ6 a share, to fourth- 
quarter profits. 

The restructuring is 
remarkable not just far its 
scale, but far the fact that it 
is Kimberly-Clark’s second 
in less than two years. 
Immediately after buying 
Scott Paper. Knnberiy-Clark 
announced that it would 
shed 6,000 jobs, close 12 
plants, and take a pre-tax 
charge of $L4hn to digest the 
acquisition. 

Those job cuts were por- 
trayed as a once-and-for-aU 
restructuring aimed at stabi- 
lising Scott Paper after a 
period of surgery under the 
stewardship of A1 “Chain- 
saw” Dunlap, the tumround 
expert who had already 
slashed 1L000 Jobs. 

Kimberly-Clark’s growth 
plan seemed to be firmly on 
track when, in February this 
year, the company set itself 
an ambitious target of dou- 
bling earnings per share 
from $1.93 in 1995 to at least 
$3-86 in 2000. 

A 8 part of the plan, Wayne 
Sanders, chairman and chief 


executive since 1992, said the 
company would move out of 
the cyclical pulp business by 
selling three pulp mills - 
another step in his strategy 
of refocusing the com pany 
on its core paper and tissue 
and business. 

Yesterday, in a conference 
call with Wall Street ana- 
lysts. Mr Sanders said the 
company remained “commit- . 
ted to tairinc all necessary 
steps" to achieve its 
long-term earning s per share 
objective. But recent events 
seem, to have pushed it fur- 
ther away from Kimberly- 
Clark’s grasp. 

Kimberly-Clark, which 
makes Haggles nappies, 
Kleenex and Scott tissues 
and Andrex toilet paper, is 
facing acute competition in 
nearly all of its markets - 
particularly from Procter & 
Gamble, the world’s biggest 
consumer products group. 
This has not only prevented 
Kimberly-Clark from raising 
prices, but in many, cases, 
has forced it to lower them. 

Competition has been par- 
ticularly acute in the Euro- - 
pean tissue market, where 
private label tissue manufac- 
turers have been taking 
advantage of excess pulp 
capacity in Italy to drive - 
prices down. 

Last month Kimberly-- 
Clark reported that sales vol- 
umes of consumer tissue 
products fell by about 2 per 
cent in North America and 4 
per cent in Europe in the 
third quarter. Net profits fell 
by 16 per cent to $S16m, and 
Mr Sanders indicated that 
the company would 
announce cost-cutting plans 


Oatching a cofct 
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by the end of the year. 

Yesterday, he defended the 
acquisition of- Scott Paper. 
"With nearly two years of 
operating experience behind 
us since the merger, it is not 
surprising that some big 
course correction is needed, 
-particularly when you con- 
sider the dynamic competi- 
tive environment we have 
experienced, and the magni- 
tude of the of combin- 
ing Kimberly-Clark and 
Scott during this, time 
period," he said. 

Mr Sanders said the latest 
restructuring was "separate 

and distinct" fr rrm the one 
that followed the Scott Paper 
takeover. The earlier 
restr u c tur ing, he said, had 
already yielded the promised 
benefits: the company’s oper- 
ating profit margin had 


grown by 3 to 4 per cent in 

the past two years as a 
result of the $500m a year In 
cost saving expected as a 
result of the merger. 


M r Sanders said that 
when the company 
had set its target 
for doubling earn irig «, It bad 

aoCTimod that aaTHng pxices 

would be neutral - an 
assumption that had proved 
“invalid". 

The latest restructuring, 
he said, would bring the 
earnings target back within 
Kimberly-Clark’s reach by 
reducing operating costs by 
$100m next year, rising to 
about $200m by 2000. 

The restructuring of the 
company’s tissue operations 
would account for about 
70 per cent of the total. 


Mr Sanders said. Within 
that, most would fall within 
the US, but a significant por- 
tion would fall within 
Europe. 

The plan called for the 
consolidation of manufactur- 
ing operations into fewer, 
larger, more productive facil- 
ities where the company 
could achieve manufacturing 
and distribution efficiencies 
greater than those available 
from gfflntlpr gftpg. 

The overall effect will be 
to reduce Kimberly-Clark's 
North American and Euro- 
pean capacity by 10 per cent 
But by bringing- it closer into 

linp with demand , Kimberly- 
Clark hopes it is setting the 
stage for a resumption of 
earning s growth. 

Richard Tomkins 


Icahn likely to lose grip on Marvel 


By Richard Waters 
in New York 

Carl icahn is losing his hold 
on Marvel Entertainment, 
the US comic book company 
that has been under his con- 
trol Since the s umm er 

The veteran corporate 
raider suffered two blows at 
the end of last week that, 
taken together, could end hla 
hopes of controlling Marvel 
after it emerges from its 
year-long stint - under the 
protection of the . US bank- 
ruptcy court . 

And, with the pressure 
mounting, the chances have 
risen far a negotiated settle- 
ment before the middle of 
December that will finally 
resolve the future of the 
Incredible Hulk, Spidennan 


and the rest of Marvel's cast 
of superheroes. 

Mr Icahn. who wrested 
control of the company from 
Ronald Perelman. a rival 
financier, is expected to seek 
a compromise deal between 
the . company’s warring fac- 
tions of creditors and share- 
holders before a court hear- 
ing which has been- set for 
December 12. 

The hearing was set last 
week by Judge Roderick 
McKelvie, in the district 
court in Delaware, to con- 
sider a possible answer to. 
the impasse over restructur- 
ing: replacing Mr Icahn with 
an independent trustee to 
broker a deal between 
banks, bondholders and 
shareholders. 

This may well be the best 


way forward. Judge McKel- 
vie hinted, adding that be 
was "sympathetic" to the 
notion. 

His comments appeared to 
strengthen the hand of 
Chase Manhattan, Marvel’s 
biggest bank creditor and 
agent for its hank debt, 
which amounts to roughly 
1600m. Chase has felled to 
reach agreement with Mr 
Icahn over an accord that 
would win the support of 
enough of the company's 
bank creditors to allow it to 
emerge from bankruptcy. . .. 

Chase itself appears to 
have only a limited ability to 
influence the course of 
events, however. . 

The bank felled to win the 
backing of enough holders of 
the bank debt to push 


through a financial restruct- 
uring in October. 

Now, it could see the ini- 
tiative slip to another group: 
an allian ce between Toy Biz, 
a company which has the 
licence to make toys based 
on Marvel characters, and a 
group of bank debt holders, 
many of which have bought 
the debt at distressed prices. 

Toy Biz last 'week claimed 
to have the backing of hold- 
ers of two thirds of the debt, 
which would leave ft in a 
strong position to influence 
the course of events. ; 

Toy Biz’s latest restructur- 
ing plan would in effect strip 
Mr Icahn of control, while 
rewarding his creditors 
handsomely. It would 
involve a merger of Toy Biz 
and Marvel, with 40 per cent 


of the stock in the new com- 
pany going to the banks and 
just 8 per cent reserved fru- 
its e xistin g shareholders. 
The hanifg would also get 
$230m in cash. 

That is a far cry from the 
Irahn camp’s own latest pro- 
posal, also tabled last week: 
for no change in Marvel’s 
ownership, and an offer to 
the banks of a mixture of 
cash and five-year promis- 
sory notes, secured an the 
company's stock, as a way of 
getting full repayment on 
their loans. 

Bridging the huge gulf 
between those two positions 
will be the focus of discus- 
sions over the next two 
weeks. But with the clouds 
gathering for Mr Icahn. this 
could be the last chance. 


Williams 
to buy 
rival for 
$2.4bn 


By Richard Waters 
in New York 

Williams Companies, the 
fastgrowing US distributor 
and marketer of natural gas, 
yesterday announced an 
agreement to acquire a local 
Oklahoma-based rival , 
Mapco, for stock wrath more 

than 52.4b n. 

The purchase is intended 
to holster plans to expand 
beyond the regulated gas 
pipeline business, Williams 
said, an activity which 
accounted for nearly half of 
the company's SS-5bn of rev- 
enues last year. 

Mapco ’s main assets 
include liquid pipeline 
systems covering 10.000 
miles in 15 states in the 
Midwest and Rocky Moun- 
tain regions, as well as two 
refineries which have com- 
bined capacity of 237.000 
barrels a day. 

These businesses would 
roughly double its existing 
operations in the energy ser- 
vices field. Williams said, 
and bolster a business that 
is g row in g faster than its 
regulated pipeline activities. 

"Ultimately, we expect the 
future earnings contribution 
from energy services to 
exceed that of our regulated 
natural gas pipelines," said 
Keith Bailey, chairman anil 
chief executive of Williams. 
He added this would happen 
quickly enough to provide 
an earnings "bridge" while 
Williams built up the third 
leg of its operations, a 
national fibre-optic telecom- 
munications network that is 
being built along the route 
o f its p ipelines. 

Williams will issue 0.8325 
of a share for each Mapco 
share outstanding. 

Its stock fell by $2 yester- 
day morning in New York, 
to $53&. while Mapco’s 
shares rose S5% to S43&. 

Mr Bailey said the deal 
was expected to add 10-15 
per cent to Williams’ operat- 
ing earnings next year, 
before an unspecified 
merger charge for combin- 
ing the two businesses. 

The merger will lead to a 
loss of jobs in Tulsa, where 
both companies are head- 
quartered. Some 673 of Map- 
co’s 6,603 staff work in the 
city, while Williams 
employs 2^23 of its 1-L218 
workers there, the compa- 
nies said. 


AMERICAS NEWS DIGEST 

Boliden bids 
for Westmin 

Shares in Westmin Resources jumped by 46 percent to 
C$5D0 in early trading yesterday after Boliden. another 
Toronto listed zinc producer, made a CS5i3.5m 
(US$362.4m) hostile bid. At midday in Toronto Westmin . 
shares were- well above the C$5.40 Boliden offer, on specu- 
lation that a rival offer would quickly appear. 

Boliden, which already has control of 9.3 per cent of 
Westmin, insisted it was offerin'/ "fair value for the 
assets". The company had attempted to have friendly 
discussions with Westmin at thi- weekend, but without 

success. 

Terry Lyons, Westmin chairman, said on Sunday that 
an approach had been made, and Westmin would seek 
alternatives. Westmin shares closed at C$3.98 on Friday, 
dose to the 52-week low and well below the year high of 
C$7.65. 

Boliden was floated in Toronto in June by its parent. 
TreUeborg of Sweden, which still owns 44.9 per cent and 
is supporting the bid. “When we went public we said we 
wanted to be bigger and a global player. This is a step in 
that direction," Boliden said. 

Westmin's prime asset is the Myra Falls mine on Van- 
couver Island, which produces about 65,000 tonnes of zinc 
and 15,000 tonnes of coppe-r a year. 

The company also is spending US$24 5m on the Lomas 
Bayas copper project in northern Chile, expected to pro- 
duce 60,000 tonnes n year. 

Before the bid, Bolidi-u. as expecting to produce 230,000 
tonnes of zinc and i.o/hwt t . ■tines of copper in 1998. 

Ai-vwcf.v tkwriing. Mining Correspondent 

m PUBLISHING 

Hoilinger to sell US papers 

Conrad Black's Hoilinger group is to sell almost half of its 
US community newspaper group for $310m. The buyer is 
Leonard Green & Partners, a Los Angeles-based invest- 
ment banking firm which specialises in management buy- 
outs. 

Hoilinger said it would use the proceeds to pay down 
debt and to fund its purchase of the Post-Tribune, the 
daily newspaper in Gary, Indiana. Hoilinger, which 
already owns the Sun-Times, one of the two daily papers 
in neighbouring Chicago, announced last month that it 
was buying the Gary publication from Knight-Ridder for 
an undisclosed sum. 

The assets being sold by Hoilinger International com- 
prise about 160 publications, made up of daily, weekly and 
free-ciiTulation newspapers, with a total weekly circula- 
tion of about 900,000. They are based in 11 states, but con- 
centrated in Illinois. Missouri, western New York. Penn- 
sylvania and California. Nikki Tait, Chicago 

■ CHILE 

Cruz Banca sells insurer 

Chile's Cruz Blanca said it reached an agreement to sell 
its 50 per cent stake in life insurer Cruz Blanca Seguros 
de Vida to ING, the Dutch banking group. 

Cruz Blanca, a health-plan management company, said 
in a letter to Chile's Securities and Insurance Commission 
that its partner in the life assurance concern, Citicorp’s 
Inversiones Citiminera unit, would sell its 50 per cent 
stake to ING as welL 

Cruz Blanca said that the Dutch financial group would 
pay 1300,446.98 Unidades de Fomento. a Chilean 
inflation-indexed accounting unit, or about $60m, for its 
stake. Reuters. Santiago 


Comments and press releases about international 
companies coverage can be sent by email to 
mtemationoLcompamesfqfi.com 


Endesa faces battle over Enersis 
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By Imogen Mark 
in Santiago 

Endesa, the Spanish power 
group, faces two critical 
shareholder meetings in 
Santiago this week as it 
fights to take control of 
Enersis, the Chilean-based 
electricity group. - 

Shareholders of Endesa 
Chile, the biggest generating 
company and a subs i dia r y of 
Enersis, will meet on Thurs- 
day to elect a new board of 
directors, following the res- 
ignation last week of four of 
them. A simil ar meeting is 
due at Enersis on Friday. 

The four who resigned 
from the niwdasa Chile board 


- Jose Yuraszeck, Luis Fern- 
ando -Mackenna. Marcel o 
Brito and Arsenio Molina - 
represented the Enersis 
group. They were among 14 
Enersis executives whose 
deal to sen their own shares 
to Endesa Spain was deemed 
improper by the Chilean 
securities authority, known 
as the SVS. 

Mr Yuraszeck resigned 
last month, as general man- 
ager of Enersis. The SVS 
said last Friday it was fining 

jibn pirn and Mr MudiAnna 
$13m, for failing to recognise 
a conflict of interest between 
their duties as directors and 
their personal negotiations 
with the Spanish buyers. 


— FLEMING FLAGSHIP SERIES 11“ 

Sorirteif'Iiiivntiarvtrul a Capital Variable 
Eurofmtn think & Bvuitns Crntrr. 6, route de Trrturs 
L-2H33 Srnninfprbng, Grand Dvr hr of Luxrmbuurg 
tt.C. Luxembourg No. B 39252 

Notice of 

Annual General Meeting 

NOTICE is herein- given 10 Shareholders that ibe Annual General 
Meeting of FLEMING FLAGSHIP SERIES U flhe Company") wiU 
be held ai the registered office of the Company at European Bank 
X- BusineM Centre. 6. route de Treves. L-263S Semuogerberg. 
Grand Duchv nfl Jixembourg on Wednesday 17 December 1997 at 
S:(KI p.m. for the purpose of deliberation and wring upon the 
fuUuwiug agenda; 

I . Submission of the Report of die Board of Directors and of ihe 
Audili <■ ; 

“ Approval of die financed stamueno for ihe vcaroided 31 July 1937; 
X. Discharge of the Directors in respect nf their duties carried uni 
for ihe year ended SI July 1997: 

-I. Election of die Directors and Auditor 
5. Any Other Puaineas. 

A Shareholder entitled io attend and vote at the Meeting mar 
appoint a prratv to attend and vole on his behalf and such proxy 
nerd not he a Shareholder or the Company'. 

Resolution* on the agenda of the Meeting will require no quorum 
and will be resolved bv the majority of ill* Shareholders attending 
in permit or by proxy. 

In order to be entitled to aneod the Meeting, holder* of hearer 
shares must deposit their hcaret share certificates five woriing days 
prior to the Meeting with oue of the following institutions: 

• KrrdictiKtak 5A- Lwrembourgeoi*, 4S, boulevard Royal.. 

1,2555 Luxembourg 

• Bmk* Co wm erciale Italians SpA, Corso tfi Porta Nuevo 7. 

1-20121 Milano , ' ' 

• CrvdionatahrBankverdn AkficngeaeOacfaan, SebeUengamt S, 

A- 1010 Wien 

• BHF-BANKAfttiengeseOschafi.Bodt rnhrfap erLHiidstraBe 10, 

7^60323 PranWurt/MaSn 

• Banco Exterior de Espana, CnsnxHa International, 

Via de loa Pobbdtw, E-Z8MS Madrid 

Muieholder* who cannot pertonafiv attend the Meeting »e 
requested ru use die prescribed form of proxy (available at the 
registered nflict of 'he Company} and return iuu least Gw working 
daw prior to the dale or the Annual General Meeting tv the Cnm- 
paitv, c/n Fleming Fund Management (Luxembourg! S_4..L-X88ti 
Luxembourg. 

Bv Order of The Board of Directors, November 1997 

Flemings 


Marcos Zylberberg, 
another of the manager- 
shareholders and general 
manager of Chilectra, Ener- 
sis’s main dhilean -distribu- 
tion subsidiary, was also 

fined ftrim 

Five other Endesa direc- 
tors. mainly representing 
local pension fends, opted to 
resign to allow the election 
of a fen new board, which 
will take place on Thursday. 

But some leading share- 
holders are anxious about 
the Endesa Spain takeover 
and are likely to make their 
concerns clear at Thursday’s 
meeting. They fear Endesa 
Cfeile could find itself side- 
lined in futur e foreign vul- 


tures because it competes 
With its Spanish ngmp<alrf»- 

There were suggestions 
last month that it should 
split off from Enersis. It 
emerged yesterday that the 
Luksic group, one of Chile’s 
biggest conglomerates, had 
acquired just under 5 per 
cent of Enersis shares, and is 
putting up its own candidate 
for the board. 

Rnrfpsa Spain reached 
agreement with the share- 
holders in Luz, the last of 
the five holding companies 
known as chispas which held 
a controlling interest in 
Enersis. The Luz agreement 
will give Endesa a control- 
hug 32 per cent stake. 


DECLARATION OF DIVIDENDS 
GREEK EXTERNAL STERLING DEBT 
RE-COUPONING 

Hambros Bank Limited hereby announce on of the 

Government of die Hrflenic Republic ihu pursuant to the offer* 
dated lOtb May 1965, new coupon sheets' for paymear of interest 
accruing and due 1998 and s ub sequ en t have now been primed and 
will be available in Athens on and after the 1st December 1997, for 
the loans mentioned below: 

4% 1887. 4 % 1889. 4% 1902. 4% 1910, 5* 1881. 5% 1914. 6% 
SmhDisanon and Rcfttgec 1928, 6% Public Works 1928, 6% 
PnbBe Writs 193L and 7% 1924. 

Udous of Assented Banda and Rmtfing Bonds may now be lodged 
with die Paying Agents in order to obtain the'new sheets. 

PROCEDURE FOR CLAIMING 
NEW COUPON SHEETS THROUGH 
HAMBROS BANK LIMITED LONDON 

L Only the lUons seed be lodged where tbc following declaration 
is made. 1/We hereby «rt&ilmd*3ikm/«)Iaed below istoe 
being presented ^ by, or on behalf c£ tbe beneficial owiKffl) of Ibe 
relative BonKs)”. 

2. Listing forms are avaDaMc and must be lodged atHanfarot Bank 
limned. Cashier’s Courser, 41 "fewer HH1, London BON 4HA 
between die hums of KLOQ&jel - lOOpjn. (Sundays excepted). 

PRESCRIPTION OF 
NEW COUPON SHEETS 

Hambros Bank Limited hss bees requested by tbe Greek 
Government m make the followin g a Ati tww a l • 

“Tbe Greek Govemmea draws to tbe anenaon of tbe Bondbofea 
who axe enririeri to receive new coupon sheets Hat they haws to 
-apply for tbc receipt of such daxa la due time, given tbs, in 
aerm ilauce with Gnzk Law No. 5157 of 1931. their enthletnear 
sfrafl be prescribed five yeans after the 1st Dec e mber 1997, five yean 
after tbe dam at winch tbc said coupon duals become available". 

' 41 Tower HQ] 

London EON 4HA 
25 Novtanber 1997 


Notice to shareholders of 


E. Wedel SA 


Pepsico Finance (UK) Limited 

has announced a tender offer 
on the Warsaw Stock Exchange 
at PLN 200 per share 
for all outstanding shares in 

E. Wedel SA 



The tender is open from 

25th November 1997 to 30th December 1997 


This Notice has been issued and approved by Credit Suisse First Boston (Europe) Limited for the purposes 
of Section 57 Financial Services Act 1986, on behalf of Pepsico Finance (UK) Limited. 

Credit Suisse First Boston (Europe) Limited, which is regulated by the SFA, is acting wholly and exclusively 
for Pepsico Finance (UK) Limited in connection with the Tender Offer and will not be responsible to anyone 
other than Pepsico Finance (UK) Limited for providing the protections afforded to customers of Credit 
Suisse First Boston (Europe) Limited, nor for providing advice in relation to the Tender Offer. 


CREDIT FIRST 
SUISSE BOSTON 
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US chief to gain as Union is bought 


By Andrew 
Edgecfiff e-Johnson 


Peter Ordway, the chairman, 
president and chief execu- 
tive of Union Pump Com- 
pany, wlli collect more than 
$8.5m from the $64m sale of 
his Family-controlled com- 
pany to David Brown, the 
UK gears and pumps group. 

David Brown yesterday 
announced an agreed take- 
over of the Battle Creek. 
Michigan-based company 
which, like David Brown 
Pumps, supplies pumps to 
the oil and petrochemical 
industry. 

The debt-financed deal will 
raise David Brown's gearing 
from 22 per cent to 275 per 
cent, but Chris Cook, its 
chairman, said pro forma 
interest cover would be com- 


fortable at about five times. 

He added that the acquisi- 
tion WOUld pnhaweo pgming g 
from the first full year after 
completion. 

Mr Ordway was granted 
an option last Thursday to 


Mr Cook described the 
option as “a mechanism to 
redistribute the proceeds 
around the family in a differ- 
ent way, which enables Mr 
Ordway to take more money 
out that he would otherwise 


buy about $7m worth of have been entitled to.” 


shares for only $200, subject 
to the approval of Union's 
shareholders. He will also 

receive a payment towards 

his pension worth an esti- 
mated $i.54m. 

David Brown has also 
agreed to employ Mr Ordway 
as a non-executive director 
for $13,500 a month, with the 
chance of a $50,000 perfor- 
mance-related bonus. 

A trust for the Ordway 
family, which took control of 
Union at the turn of the cen- 
tury, controls 87 per cent of 
Union. 


Creation considers 
music publishing float 


By Alice Rawsthom 


Creation Records, the 
independent record label 
behind Oasis, the most suc- 
cessful UK rock group of the 
1990s, is considering plans to 
float Creation Songs, its 
music publishing business, 
cm Aim. 

The company confirmed 
that Alan McGee and Dick 
Green, co-founders and co- 
chairmen of Creation, are 
assessing the feasibility of 
fl oatin g the publishing com- 
pany, or of selling a sizeable 
stake, probably to a multina- 
tional music group. 

If Mr McGee and Mr Green 
decide to go ahead with an 
Aim flotation. It would be 
likely to take place in the 
new year. However, Creation 
said they had yet to make a 
final decision- - 

Founded in 1984, Creation 
developed a reputation as 
one of the UK's most inven- 
tive record labels by si g nin g 
acts such as Primal Scream 


and the Jesus Sc Mary Chain. 

The finances of indepen- 
dent record lahrfs are notori- 
ously fragile, and Creation 
almost went bankrupt in 
1992. The co-founders were 
forced to sell a 49 per cent 
stake in Creation Records, 
the record company, to Sony 
Music, part of the Japanese 
entertainment group, for 

MSm 

The success of Oasis, who 
have sold more than 25m 
albuma worldwide since 
signing to Creation in 1993, 
has transformed the compa- 
ny’s ftramnas. Creation holds 
the UK distribution rights 
for Oasis’s recordings and 
receives a royalty on the 
band’s international sales, 
handled by Sony. 

Creation Records moved 
from a pre-tax lass of £1.9m 
on turnover of £5 .2m In the 
year to June 80 
1994, to a pre-tax profit of 
£7m and turnover of ti2m 
two years later. 

When their original invest- 


ment deal with Sony came to 
an end last year. Mr McGee 
and Mr Green negotiated a 
deal whereby the Japanese 
group paid them an esti- 
mated £14m ($23.7m) to con- 
tinue the agreement for 
another five years. 

Mr McGee has since 
become a prominent finan- 
cial supporter of the Labour 
Party, and a member of the 
Creative Industries Task- 
force. which advises the gov- 
eminent on cultural policy. 

Creation does not disclose 
flnnnrial information for its 
Creation Songs subsidiary, 
still wholly owned by Mr 
McGee and Mr Green. 

However, publishing, 
which involves collecting 
royalties when songs are 
performed or broadcast, is 
generally one of the most 
profitable areas of the music 
industry. Oasis's success is 
believed to have had a simi- 
lar effect on -the profits of 
Creation Songs as on the 
record company’s. 


Buoyant Belfast lifts TBI 


By David Blackwell 


TBI more than doubled 
interim operating profits at 
Belfast International airport, 
helping the Cardiff-based 
group report a 45 per cent 
increase at the pre-tax level 
and pay a nwiiton interim 
dividend. 

Keith Brooks, chief execu- 
tive of the airports and prop- 
erty group, pointed out that 
the airport had been affected 
by the British Airways 
strike. 

Further, the group had 
“not yet got to grips with the 
holiday market'’, so that hol- 
idaymakers were still 
starting their trips from 
Dublin. 

The group - which also 
owns airports in Cardiff and 
Florida - announced pre-tax 


profits of D 4.1m ($23-8m), up 
from £9.7m, for the six 
months to September 30. 

Turnover leapt from £26m 
to £45.9m. with two-thirds 
now coming from the air- 
ports. 

Belfast airport reported 
operating profits up from 
£&lm to £a5m in its first full 
six months, helped by an 
increase in scheduled flights 
to London Stans ted and 
Amsterdam. 

Cardiff airport contributed 
£4.6m (£4-2m). while Orlando 
Sanford International, loss- 
making when acquired in 
May. made an initial contri- 
bution of £1.9m. 

Last week, the group 
announced plans for a £10Qm 
commercial and retail devel- 
opment project at Belfast air- 
port 


It is also looking at devel- 
opments at Cardiff, to take 
advantage of road improve- 
ments in the area. 

Mr Brooks said the group 
had not begun to tap the fUE 
potential of its airports. 

While the group had pul- 
led out of talks on Coventry 
airport last summer, it was 
on the short-list for Luton 
and was taking part in the 
second tranche of Australian 
airport privatisation. 

Net rental income was just 
over film lighter, following 
the £39.4m sale of the Over- 
gate shopping centre In Dun- 
dee. Mr Brooks described the 
property market outlook as 
“pretty good". 

Earnings per share grew 
from 2.09p to 2.67p. The 
maiden interim dividend is 
05p. 


Notice to Bondholders 


Yangming Marine Transport Corporation 
U.S. $160,000,000 
2 percent. Bonds due 2001 . 


Reference U made to the Indenture dated » of fich October. 1994 (the "I n d enture "), among Yangming Marine 
Transport Corporation (the ‘Company'), bankers Trustee Company L o tt ed , at trustee, and Bankers Tom 
Com pan y, at principal paying agent, registrar and bold t ran s f er agent and couveutoo agent. The Holden (the 
“Bondholders'’) of 0.5. $160300300 aggregate principal amount of 2 per cent. Bonds due 2001 (the “Bonds") 
issued pursuant go the Indenture are hereby mfonned dot. upon conversion of the Bonds into Common Shares or 
Entitlement Certificates, as die caw may be, such Bandhokkn may elect tn (i) receive delivery of such Common 
Shares or Entitlement Certificate*, as the case may be, or (u) deposit such Common Share* oi Entitlement 
Certificates, immediately upon issue of such Common Shares or Entitlement Certificates, into depo si t ar y receipt 
frrlltrie, -mhlkhwl punumtt to an Amended and Restated Deposit Agreement, dated 24th November. 1997 (doe 
"Amended Dbposir Aereeincnr"}, among the Cboipany, Citibank, N-Au as depositary f die "Depositary"), ami the 
holders and beneficial owiiess of the global depositary shares issued pursuant thereto, and receive global depositary 
receipt* ("Share GDRa." in the case erf deposit of Common Shares, and Te tapumy GDIWin the case of deposit of 
Entitlement Certificates, and together the “GDRs") evidencing global depositary shares, each repre s entin g 10 
Coalman 5hares or Entitlement Certificates, at dx case may be. of the C om p any. The Company has obtained 
ap p rov al fawn the Republic of 1 China Securities and RnuresCocmusstan for depart* of such Entitlement Certificates 
and Common Shares, as applicable, into the applicable global depositary facility against die issuance ofTemporaiy 
GDRs or Share GDRs. as applicable. 

Regard ing the convection of the Bonds into Temporary GDRs and Share GDRs please be advised of the following: 
1. Upon compliance with the terms of (he Amended Deposit Agreement, Entitlement Certificates BMable upon 


the con version of Bonds may be deposited, at the option of rise converting Bondholder, into die applicable 
depositary facility in respect of Te m po r a r y GDRs. Upon the issuance by the Comp a n y of Co m m o n Shares in 


(as defined m the Amended Deposit Agreement) for deposit in the applicable global depositary facility, such 


Entitlement Certificates will be deemed cancelled and the Depod raiy will take such steps osare necessary to transfer 
to the holder of any Temporary GDRs in respect of such cancelled Entitlement Certificate the applicable ftutabet of 
Share GDRs in respect of the deposited Common Shares. 

2. When excusing dm Conversion Right (» defined in the Indenture), any converting Bondholder may specify 
in the “GDR Option Form," chat should be sent with the Conversion Noace (as defined in the Indenture) to the 
Conversion Agent, whether such Bondholder deem to deposit such Common Shares (tnittaDy, Entitlement 
Certificates) into die applicable global depositary facility and receive Shtat GDRs {initially, Temporaiy GDRa)- A 
farm of the "GDR Option Eero" fa available from the Creweraon Agent upon request. Any Bond h o l der requesting 
a Conversion Nreice should automatically receive from the Conversion Agent a "GDR Option Form" along with 
such Conversion Notice. 

3. The rights of the Bondholders as set forth under The Terms and ConJirinns of the Bonds" in the Qffertl% 
Memorandum, 27th September, 1994, related to the Bonds and in the Indenture, induing the Convenion 
Right, are not affected by the addition of the 'GDR Option Fetin' which fa an additional option offered to 
Bandhoktefi in their capacity as holders of Enti dement Certificates or Common Shares. Bondholders need not 
complete the "GDR Option Form" and may, upon completion and delivery of the Conversion Nance, receive 
delivery of Common Stems or Bitiriemetu CenifieiDes, as the case may be. 

4. Copittofthe Amended Deposit Agreement areovailable for inspection by the hoUenofGDkstt the principal 
office of the Depositary at 111 Wall Sneer, New York, New York. 

5. for more infonnatkm on die matrenset forth herein, please contact die foQoa-tng: 

The Company The Conversion Agent 

Yangming Marine Transport Gopaanon Bankets Trust Company 

4th Floor, 53 Hwa)N mg Street fcur AfewjiySueet_ 

Taipei, Taiwan 100, Republic of China New York, New York 10006 

Attention: CC Chen .Attention! International De pa rt m ent 

Fax; +B86-2 -3 12-4529 ft* +MIHB4HT 

6. for more mfonaatHO regarding the terms and conditions of die GDRs, please contact: 

The Depositary 
Citibank, N-A- 
111 Wall Street, 2tth Floor 
New York, New York 10043 

Attention: Broker Services 

fine «-(-2lZ-SZ5-ZQZ9 


“Yangming Marine Transport Corporation 


David Brpwn 
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Share pries ratatlva to -me 
FTSE Engineering Irtdax 
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added that David Brown 
could reclaim about $2m of 
tax on the sum. 

John Mowinckel, a David 
Brown non-executive, will be 
paid £80.000 (&L-3m) for his 
work on the acquisition, 
which the company has been 
pursuing since 1991. 

Analysts welcomed the 
logic of combining the two 
businesses. 

They said they comple- 
mented each other geograph- 
ically and in product, and 
increased David Brown's 
presence In a market that 
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With an opening shot for coHobt* 

Allied Colloids 53 per cent 

above thepre-speculation shareprioeialathmfoOw 
price, Hercules is certainly ftse AM-Sh am _ 


promised strong growth. 

David Brown, which will 
take on $4.3m of Union’s 
debt, said it was paying 
lower multiples of sales and 
earnings than those seen in 


recent acquisitions in the 
sector. 

In the eight months to 
August 29, Union Pump 
made operating profits, 
before one-off costs, of 


$4jB2m on. sales of S&On. . 

Mr Cook predicted savings 
as a result of dosing over- 
lapping facilities and from 
economies on- the £35m 
materials budget 


Insurance Thistle’s chief 


figgtng - jts muscles- But is no - "~i 

it all brawn and no brain? ■ - nJL 

Admittedly the offer does . y ■ Jpflk 
look rapidly earnings-en- go -w r~ I Vb" " 

hang ing . for Hercules. ^1 - _ I 

Much less clear, however, tWI I 

is .whether it would create n — — - -V I 

value for shareholders. . 

In cluding debt of £l20m .-bo — ? W 

and advisers' . fees of : f 

around the acquisi- • 
don will cost at least ^ i ., r -L- — ' ‘ 

£U2bn in alL With Allied •; reset •# » “ 97 

expected to have post-tax gautreDnsBrenflCv 

1998 earning s of £6 1 m. the . _ rtri 

deal woSdearn Hercules a measly 5 per cent return on 

p« oSrSs Win not set 


doubtful Although theydo 


gains lift 
S Staffs 
Water 


SdVUlKS UUL Uv 1UUUU. SUM — — - - _ 

sell to the customers, there is no real J ,rod “ 
overlap between the two companies. At most Hercules 


executive to 
step down 


UVClldu ueiwocu |-"V — — r- — I , » --1-, 

may scrimp £l0m annually from central costs and sales 


may scrimp uuut — — — , .. j__i 

and marketing. But this alone does not make the deal 


By Richard Wolffo 


Strong sales of insurance 
policies to homeowners 
helped lift half-year pre-tax 
profits by 19 per cent at 
Sooth Staffordshire Water, 
as the supply company 
extended its reach across 
the UK. 

South Staffordshire more 
than doubled profits from 
its non-regnlated division, 
known as Enterprise Com- 
pany, lifting the number of 
policies by a third to more 
than 300,000. 

The shines closed up 37%p 
at £82.12% yesterday, as file 
company revealed plans to 
develop a series of joint ven- 
tures with other suppliers, 
selling similar policies in 
other regions of the UK. Its 
c u rre n t water customers - 
which number about 500,000 
- re p re s e n t just 15 per cent 
of its policyholders. 

The Walsall-based com- 
pany is also aiming to 
develop its direct mail busi- 
ness following the £10m 
acquisition in April of 
Mechanised Industries. The 
subsidiary specialises in 
printing direct mail enve- 
lopes. 

In a farther joint venture, 
the company has also taken ; 
a controlling stake worth 1 
£250,000 in a water recycl- 
ing system for households 
and light industry, known 
as Aquasaver. 

In the six months to Sep- 
tember 80, operating profits 
at Enterprise Company rose 
from £1.4m to £2.95m, on 
sales which more than dou- 
bled from £8 .9m to £14Jm. 
Non-regnlated business now 
represents 28 per cent of 
group operating profits. 

Overall, pre-tax profits 
rose from £8. 67m to £10.3m 
(817.4m) on turnover up 20 
per cent from £32. 4m to 
£38-9m. Earnings per share 
rose from 107p to 128p. 

In its traditional water 
services business, operating 
pro fi ts rose by 5.4 per cent 
from £7.36m to £7.75m. 
South Staffordshire 
increased its bills by an 
average of 3 per cent, 1 per- 
centage point less than the 
maxlronm allowed by Ofwat, 
the industry regulator. 

An Interim dividend of 
34p is declared, up from 28p 
last year. 


By Scheherazade 
Daneshkhu 


Robert Peel is today 
expected to step down as 
chief executive of Thistle, 
the UK’s second largest hotel 
chain after 20 years in the 
job. The move follows a 
review by Brierley Invest- 
ments, the New Zealand- 
based group, which holds 46 
per cant of Thistle and h aH 
been disappointed by its per- 
formance since it waa 
relisted on fire London stock 
exchange last year. 

Thistle's shares have 
traded for much of fills year 
below its 170p float price and 
dosed last night up ip at 
156%p. They have underper- 
formed file market by 25 per 
cent over the past 12 months 
and trailed the sector by 

mOT8 than 10 pa- cent. 

Rodney Price, non-execu- 
tive chairman. Is expected 
temporarily to be appointed 
executive chairman, while 
Mr Peel will remain on file 
board unto February. 

At Brierley’s annua) meet- 
ing In Wellington 10 days 
ago, Bob Matthew, chair- 
man, said Thistle was expec- 
ted to make record profits in 
1997 but added: “Thistle (pre-. 
viouslyl disappointed the 
market by not achieving 
some of the ambitions fore- 


casts placed on it.” 

Analysts cut underlying 
pre-tax profits forecasts for 
1997 from £100m a year ago 
to mnm ($j35m) last , month 
despite buoyant demand for 
hotel mnms. 

Profits at file mainly four- 
star grou p have been held 
back by an extensive refer- 

htahment prog ramm e which 

has proved more disruptive 
than expected. Some ana- 
lysts believe Thistle’s credi- 
bility among investors has 
teen damaged by the way it 
accounts for depreciation of 
assets. This is generally con- 
sidered to be leas conserva- 
tive than rivals. 

Mr Peel joined Thistle as a 
director at the age of 29 in 
1978, whan Mount Charlotte 
T r iwM i mBnhi as it was then 
know, was little more than a 
collection of nightclubs and 
seaside hotels. He became 
chief execu tive a year late. 

After paying 2645m acqui- 
sition for 32 Thistle hotels 
from Scottish & Newcastle, 
the brewer, the company fell 
to Brierley’s £644m hostile 
bid in 1991. A high debt bur- 

ripn and rpmss inn depressed 

Thistle's profitability - with 
pre-tax profits falling from 
£463m in 1990 to £1.5m the 
following year - and held 
back the performance of 
Brierley. 


stack up. . * . . . 

This win almost certainly not be a knock-out bid. not 
least because Allied sees a bright future as an uutePW' 
company. And other bidders, such as cash-ncn ua 
firms like Rohm & Haas or Dow Chemical, may join the 
fray - hence Allied’s shares are trading some lip above 
the 155p offer. The other potential bidders would have 
greater fire-power than Hercules if it came to a bidding 
war. And, because of their larger overlaps, they could pay 
ni gnin^Ttrty more and still not destroy shareholder value. ' 


Lafarge extends 
Redland offer 


By Andrew Taylor 
and Andrew 
EdgecBffe-Johnson 


Lafarge, the French building 
materials group, has 
extended until December 5 
its hostile £1.67bn ($2.82hn) 
bid for Redland after receiv- 
ing acceptances for just 0.83 
per cent of its British rival's 
equity capital. 

Meanwhile, Redland is 
believed to have found a way 
to avoid the heavy capital 
gains tax bill that could 
have been caused by selling 
its 56.5 per cent stake in 
RBB, Europe's largest roof 
tOe manufacturer, as part of 
Its d ptep cp 

It plans to offset the gains 
from RBB with losses else- 
where in the group, paving 
the way for details in its 
final defence document 
tomorrow of negotiations to ■ 
sell file stake to RRB's Ger- 


man minority shareholders 
led by the Brass family. 

Lafarge, which is offering 
320p a share, stressed that 
Friday marked only the 
second closing date for its 
offer. 

Shareholders are not 
expected to decide on the 
offer until it becomes clear 
whether Redland would be 
able to achieve a better deal 
by breaking up the group. 

The sale of the RBB stake, 
valued by brokers at £S00m. 
is seen as crucial to these 
efforts. 

Redland shares dipped lp 
to 336%p as the company 
said “progress” on its discus- 
sions with potential bidders 
for its assets “has rein- 
forced the board's view that 
the offer Is wholly inade- 
quate”. 


Lafarge In Romanian deal. 
Page 22 
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Bluebird issues 
second warning 


Recommended Cash Offers by 

SBC Warburg Dillon Read 


on behalf of 


By David Blackwei 


Polly Pocket, the miniature 
doll, has become a damsel in 
distress in north America, 
bringing tHo second profits 

warning this year from its 
parent Bluebird Toys. 

Batman and Spiderman 
proved helpless to intervene; 
as shares in the YJK toy 
group fell 19 per cent to 
8ittp. 

A little over a year ago the 
group bought back 8m 
shares, or 6.6 per cent at 
149%p - already far from the 
late 1995 peak of 375p. 

The group said that Mat- 
tel, its international distribu- 
tor, had changed Its market- 
ing plan for Polly Pocket the 
tiny doll at the centre of its 
collectable playsets. It will 
not distribute Polly next 
year in north America, but 
will relaunch her in 1999. 

Polly accounts for half 
Bluebird's revenues, north 
American sales accounting 
te 7 per cent 

Chris Burgin, chief execu- 
tive, said Mattel would con- 
tinue to distribute the toy 
worldwide. 

“They are as passionate 
about the brand as we are." 
he said. 






TEXTRON ACQUISITION LIMITED 

an indirect wholly owned subsidiary of 
Tfexnoo Inc. 
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RANSOMES PLC 
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Mattel would rest Polly 
before a relaunch to revital- 
ise north American sales. 

Mr Burgin said the latest 
topKjf-the range Polly Pocket 
toys for £25 were "the best 
sellers in the history of the 
brand." 

In September the group - 
which also sells toys featur- 
ing Marvel and Disney char- 
acters - reported a 39 per 
cent decline in pre-tax prof- 
its for the. six months to 
June 30 to £L9m. Because of 
Polly Pocket’s continuing 
problems in the US. market, 
turnover fell 20 per cent to 
ElASm (S3L8m). 
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Jobs for the 
girls allowed 



EUROPEAN 

COURT 


Positive dis- 
crimination in 
favour of 
female candi- 
dates far pub- 
lic sector 
appointments 
is permissible, 
the European 
Court of Justice has ruled. 

A provision of the German 
law on civil servants pro- 
vides that where there are 
fewer women than men in a 
particular higher grade post, 
women are to be preferred in 
the event of equal suitabil- 
ity, competence and perfor- 
mance. 

An exception to this pref- 
erence allows the relevant 
authority to choose a man 
where reasons specific to 
him tilt the balance in bis 
favour. 

Hellmut Marschall, a 
teacher, applied to the dis- 
trict authority in Land Nor- 
drfaein-W estfal en for promo- 
tion to a secondary school 
teaching post. He was 
informed by the authority 
that, applying the civil ser- 
vants law, it intended to 
appoint a woman. 

Having unsuccessfully 
made an objection to the 
authority, he brought pro- 
ceedings in the Administra- 
tive Court seeking an order 
to promote him to the post 

The Administrative Court 
had doubts as to the compat- 
ibility of the positive dis- 
crimination provision with 
the European equal treat- 
ment directive, which pro- 
hibits all discrimination 
based on sex in access to 
employment and promotion. 

However, the directive 
does not prohibit measures 
designed to promote equal 
opportunity for men and 
women, particularly by 
removing inequalities affect- 
ing opportunity for women. 
Thus, a further issue arose 
as to whether the civil ser- 
vice law provision was a 
measure to promote equal 
opportunity. 

The issue was referred to 
the European Court. The 
Court also addressed the 
scope of an earlier ruling in 
which it appeared to have 
condemned positive discrimi- 
nation in favour of women 
as contrary to the directive. 
The Court said that the ear- 


lier ruling could be distin- 
guished from the current 
case since it involved an 
automatic preference for 
women over men. 

Thus the real issue to be 
dete rmined was whether the 
provision was a measure 
promoting equal opportunity 
for women. 

The Court noted the posi- 
tive discrimination to pro- 
mote equal opportunity for 
women should not go 
beyond the limits of the 
directive for the promotion 
of equal opportunity for 
women. Provisions guaran- 
teeing priority for women in 
promotion went beyond 
those limits. 

However, it could not be 
ignored that women were 
less likely to be promoted 
when compared to equally 
qualified men because of 
prejudices and stereotypes 
concerning the role, capacity 
and commitment to continu- 
ous employment of women. 

The Court ruled that the 
civil servants law provision 
did not exceed those limits 
provided certain criteria 
were satisfied. 

First, in each individual 
Case, the rule containing a 
preference for female candi- 
dates over equally well -qual- 
ified male candidates had to 
afford a guarantee that the 
candidatures will he subject 
to an objective assessment of 
the criteria specific to indi- 
vidual candidates. 

Second, such an assess- 
ment has to be capable of 
overriding the priority 
accorded to female candi- 
dates where one or more of 
those criteria tilts the bal- 
ance in favour of the male 
candidate. 

Finally, the specific crite- 
ria to be taken into account 
for the individual should not 
be such as to discriminate 
against women. 

The assessment of the 
compatibility of the provi- 
sion of the Law on Civil Ser- 
vants with these require- 
ments was a matter for the 
national court 

C-409J95: Hellmut Marschall 
v Land Nordrhein-Westfalen, 
ECJ FC, November 11 1997. 
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ING Barings 
names Palmer 

Jeremy Palmer has been named 
global head of corporate finance for 
ING Barings, the Dutch-owned 
investment bank. 

Palmer, 41, is regional head of 
ING Barings, based in Hong Kong, 
where he joined Barings in 1994 
from JJ*. Morgan, the US invest- 
ment hank- 

In his new London-based role. 
Palmer will have global responsi- 
bility for all corporate finance 
activity, including equity and debt 
markets, mergers and acquisitions, 
structured lending and corporate 
client coverage. 

He will retain his responsibility 
tor Asia until a successor is named. 

Palmer will take up his new job 
on January 1, the same day as 
Arjun Mathrani. whose appoint- 
ment as ING Barings' chief execu- 
tive officer was announced 
recently. 

Mathrani, S3, is joining ING Bar- 
ings after a 28-year career at Chase 
Manhattan, the US haul* At pres- 
ent, he is senior manag in g director 
in charge of global asset manage- 
ment and private hanking. 

An Indian-born US citizen, he 


was Chase's chief financial officer 
when it merged with U$ rival 
Chemical Bank, a deal he helped to 
plan and execute He then became 
head or Chase’s global client man- 
agement b usiness. 

Mathrani will sit on ING Group's 
corporate and investment banking 
committee. 

Marinus Minderhoud, ING Bar- 
ings nhairraan and ING Group 
executive board member, said: “His 
broad range of experience will 
serve ING Barings well as we con- 
tinue our strategy of controlled 
expansion in international corpo- 
rate and investment banking.*' 

Clay Harris. London 

CSFB develops lease 

finance group 

Credit Suisse First Boston, the 
Swiss-US investment bank, is com- 
bining the talents of bankers 
former executives at client compa- 
nies to develop an international 
lease finance group. 

The operation, which advises cli- 
ents on large l easing transactions 
to maximise tax advantages, 
revives a business which had with- 
ered through neglect several years 
ago. 


Paul Hofer, managing director 
and co-head of corporate banking 
and structured- finance, said: "We 
decided earlier this year to re- 
establish a global lease finance 
group.” This has involved assem- 
bling a team of wide experience, 
including several men familiar 
with the other side of the l easing 
equation. 

“They understand better what 
the clients' needs are." Hofer said. 

His new team is beaded by JQr- 
gen M&ssner, who joined CSFB in 
July from Asea Brown Boveri, the 
S wiss-S wedish engineering group, 
a CSFB leasing client. Also to haw 
come from ABB are vice-presidents 
Jttrgen Blatz and Berthold Sent 

The most recent recruit is Derk- 
Jan van Veen, a director, who 
joined this month from another 
leasing client - Nederiandse Spoor- 
wegen, the Dutch state railways, 
where he was deputy treasurer. 

Recruits from the finan cial ser- 
vices sector include Johan Persson, 
a director, from Deutsche Morgan 
Grenfell and Stephan Layburn. a 
vice-president, from NatWest Mar- 
kets. 

Mandates received so far repre- 
sent multi-billion dollar backing 
for railway rolling stock, 
power plants, transmission 


networks and property. 

Clay Harris. London 

New head for 
Citroen UK 

A new managing director is to take 
over at Citroen UK, the wholly 
owned subsidiary of the French 
Peugeot-Citroen vehicles group - 
with a healthy legacy inherited 
from outgoing managing director, 
Jean Marie Walch. 

Walch, who has run the UK com- 
pany for two years, is departing 
with Citroen's sales so far this year 
at over 82,000 and firmly en route 
for a record 90.000. The task of 44- 
year-old Claude Gobencaux. who 
takes up the post on December 1, 

will be to maintain progress 
towards what Walch has insisted is 
a feasible goal for Citroen in the 
UK: a 7 per cent market share. 

IT Citroen does hit the "big 90" 
this year, that will represent a 
market share of around 4 per cent, 
so the amiable Walch has also left 
behind what some might consider 
to be a substantial hostage to for- 
tune. 

Gobencaux, a 20-year veteran of 
the French group, comes to the UK 
job from being in charge of 


Citroen's global after-sales 
operations in Paris. Undaunted, be 
says he expects Citroen’s sales 
impetus to be increased sharply by 
the recently-launched Xsara. 

Walch will doubtless watch prog- 
ress from afar - his own new post- 
ing is to run Citroen's ZX 
hatchback -producing facilities at 
DongFeng Citroen, the group's 
joint venture in China. 

John Griffiths, London 

Paefgen recruited 
by Salomon Brothers 

Salomon Brothers has appointed 
Ulrich Paefgen a director of the 
mergers and acquisitions and cor- 
porate finance group where he will 
be responsible for the firm's merg- 
ers M&A business in the German- 
speaking countries. 

Paefgen joins Salomon Brothers 
from West Merchant Bank where 
he was an executive director 
responsible for the origination and 
execution of corporate finance 
transactions in German-speaking 
countries and Spain. 

A member of the New York Statu 
Bar Association Paefgen began his 
career as a foreign associate with 
Shearman & Sterling in New York. 


Moving places 


■ BOYDEN. the executive 
search firm, h a s appointed 
Sheila Avrin McLean its new 
president and 

executive. McLean, who 
resigned as president of the 
Association of Executive 
Search Consultants, is the 
first woman to head a global 
search firm. She takes up 
the appointment in the new 
year. 

■ Carlos Joly, senior vice- 
president of Storebrand, 
Norway’s top insurer and 
fund manager, who heads 
the company's environment 
policy and investments, will 
take up a position with 
Monsanto, the life sciences 
group, on January l. Joly is 
appointed to the new 
position of senior director of 
the company’s government 
affairs, public affairs and 
sustainability group for 
Europe and Africa. He will 
also become a member of the 
Europe- Africa integration 
team manag in g initiatives 
and alliahcps in the area of 
sustainable development in 
the pharmaceutical, food and 
agricultural sectors. 

PUTNAM INVESTMENTS 
haa namwi Nigel Har t and 
Joshua Byrne vice- 
presidents and portfolio 
managers in its 


International equities group. 
Hart and Byrne will take on 
responsibilities for managing 
smaller international 
companies far Putnam's 
International Voyager Fund, 
which primarily invests in 
smaller non-US compani es. 

■ BEEC HWOOD DATA 
SYSTEMS, a provider of 
software solutions and 
services to the 

telp cfwnmimica ti fm-g 

industry, has appointed Ron 
Ponder president and chief 
executive; Ponder was 
formerly executive 
vice-president of operations 

anri services managomon t at 

AT&T. 

■ Francois Gayet wQl be the 
new chairman of THOMSON 
of America, the US holding 
company for French defence 
electronics group 
Thomson-CSF. Gayet, 52. has 
also been appointed 
chairman and Chief 

executive of Thomson-CSF 
and vic&president for the 
North American region. 

After a two-year stint as 
managing director of 
Thomson-CSF Airsys earlier 
this year Gayet was 
appointed vice-president in 
charge of strategy and 
business development for - 
the Detection and Missile 
Systems operating group. 

■ Olivier Bobuon, 38, has 


been appointed chairman of 
SMTTHKUNE BEECHAM 
LABORATORIES 
PHARMACEUTIQUES 
FRANCE. Bohuon, was 
appointed assistant 
managing director 
(operations) in 1995, before 

humming managing director 

in January this year. Henri 
Philippart. 66, has been 
named deputy chairman, 
Europe of SmithKlme 
Beecham Pharmaceuticals. 
Philippart was previously 

chairman of S mHhKIin p 

Beecham Laboratories 
Pharmaceutiques, the new 
entity created following the 
merger in 1989 of Beecham 
and US group SmithKline. 

■ LIECHTENSTEIN 
GLOBAL TRUST has 
announced the promotion of 
Roger Yates as global chief 
investment officer. 

■ PRICOA PROPERTY 
INVESTMENT 
MANAGEMENT, the 
European property 
investment specialist, has 
appointed Jonathan Austen 
an executive director, 
finance. Before joining 
PRICOA Austen worked as 
group fmanre director in the 
UK and European 
Investment Mangement 
division of SPP Investment 
Management, the Swedish 
Mutual. 


■ Danish-based shipping 
group A-P. MOELLER, has 
appointed Eivind Holding to 
the recently established 
position of chief financial 
officer of the group. Holding, 
who is also being promoted 
to executive vice-president, 

wan managing dirprtnr of 

Maersk Hong Kong. 

■ BANKERS TRUST 
AUSTRALIA has appointed 
David Williams chairman 
Williams, who has been 
deputy chairman since the 
beginning of the year, 
succeeds David Hoare. who 
has been chairman for more 
than 23 years. Hoare will 
remain a director and board 
member of Bankers Trust 
Australia. The succession 
has been foreshadowed by 
W illiams ' appointment as 
deputy chairman at the 
beginning Of 1997. 

■ Adam Formela, 37. has 
joined KENWOOD 
APPLIANCES as group 
marketing director for all 
Kenwood companies 
including Ariete. a market 
leader in Italy, and Tricorn 
the manufacturing base in 
Southern China. He was 
managing director of 
Electrolux Domestic 
Appliances. 

■ Harry Sterk and Aat van 
Eeden. who were responsible 
for Miller Freeman’s 


European and Latin 
American trade show 
businesses, have joined 
EMAP BUSINESS 
COMMUNICATIONS, 
organisers of the UK's 
largest trade show, the 
International Spring Fair at 
Birmingham NEC. Sterk and 
van Eeden have been 
appointed managing director 
and finance director, 
respectively, of a new 
Netherlands-based company: 
Emap Business 
Communications. Their brief 
is to internationalise Emap's 
existing bus in ess- to- bus in ess 
portfolio of exhibitions by 
developing events for 
countries in Continental 
Europe. Asia and Latin 
America. 

■ US-based EASTMAN 
CHEMICAL COMPANY has 
promoted Clyde (Tony) 
Satterfield, 46. to the newly 
created position of director 
of sales for Greater China. 
William McAdams replaces 
Satterfield and becomes Asia 
Pacific manager for its 
specialty plastics 
business. 

■ TIMKEN has announced 
that Joseph Toot Jr, 
president and chief 
executive, will retire at the 
end of December. Toot, 62, 
will continue to serve as a 
member of the board of 


directors and ns chairman of 
the board's executive 
committee. Following Toot's 
retirement. William Timken. 
58, will continue as 
chairman and also serve as 
president and chief 
executive. 

■ PRICE WATERHOUSE 
has appointed David 
Campbell to head its 
European Insurance 
Actuarial Practice. He joins 
from Bacon & Woodrow 
where he has been a partner 
for 11 years. 

■ ARTHUR D. LITTLE, the 
global consulting firm, has 
announced the appointment 
of Paul Ruskin as leader of 
its new global design and 
development practice. 
Ruskin. a vice-president of 
Arthur D. Little, has been a 
director of its subsidiary 
Cambridge Consultants 
since April 1996 and head of 
its Informatics Business Unit 
since January 1995. 

International 

appointments 

Please fax information 
an new appointments 
and retirements to 
+44 171 873 3926. marked 
for International People. 

Set fax to ‘fine*. 
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Interim headline earnings and dividend per share ( cents) 

140-1 



low 

Dividend pa vhm 



1997 

1996 

Headline earnings (R million) 

740 

595 

Net income attributable to shareholders (R million) 

650 

595 

Headline earnings per share (cents) 

120,5 

101,0 

Earnings per share (cents) 

105,8 

101,0 

Dividend per. share (cents) 

ns 

27,0 

Total assets (R billion) 

144 

125 


"It is pleasing to report healthy growth in earnings in an environment of ongoing 
fierce competition. " 

4- Danie Cronje. Group Chairman 


This information is also available on our website at httptffwww.absa-CO^afijf 

All financial figures jib reflected in Soudi African currency. 




pf iiw Group 1 ! [ mi-rim l e p o i t are available fnxn ABSA Bank bndon Branch. 52 — 54 Giaccchureti Sued. Lnadan. EC 3V OQi. 
Tdcphooc 528-8296 Tfctefw S2&9298. 

Or conna the Qwp.Caamnicailen Division. ABSA Bank. PO Boa 773S. Jcfaneslnf. 2000. SctohAlnea. 

Telephone iZVllJ JSHMl Pax (2711 > JS06W3 
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NATIONAL RESERVE BANK 

USD 42,000,000 & CHF 20,000,000 
Term Loan Facility 

arrangers Enrasco Bank AG 

London Forfaiting Asia Limited 
Bank of America NT & SA 
Donau-Bank Aktiengesellschaft 
Korea Merchant Banking Corporation 
Moscow Narodny Bank Limited 
Societe Generate 

co-arranger Ergobank SA 

SENIOR MANAGER BNP-Dresdner Bank ZAO 

HAHAGERs Baden-Wiirttembergische Bank AG 
Bank Handlowy w Warszawie SA. 

Bank Kreiss AG 
Ceska sporitelna, a.s. 

Credit Lyonnais 

Korea Leasing (Singapore) Pte Ltd 
Polish Development Bank 
Rossische Kommerzial Bank AG, Zurich 
Yeungnam Merchant Banking Corporation 

a5eht London Forfaiting Asia Limited 
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INTERNATIONAL CAPITAL MARKETS - V — 


Asian woes spur European sector 


GOVERNMENT BONDS 


By Simon Davies 
In London and John Labata 
bi New York 


The collapse of Yamaichi 
Securities and the continu- 
ing woes in east Asia helped 
spur most European govern- 
ment bond markets, but US 
Treasuries weakened on 
fears of a sell-off by Japa- 
nese and Korean investors. 

“There’s no doubt that the 
extent to which European 
Interest rates win have to go 
up is going to be constrained 
by events in Asia", said Kit 
Juckes, bond strategist at 
NatWest Capital Markets. 

In spite of the release of 
slightly higher than expec- 
ted consumer price inflation 
figures, GERMAN BUNDS 
responded favourably. The 
December contract settled 
0.18 higher in London at 
103.54, with just over 20L000 
contracts traded. 

There was a slew of eco- 
nomic data, including pro- 


ducer price and import price 
numbers, that were slightly 
lower than expected. 

“The numbers have 
pointed to a strengthening in 
the economy, but nothing is 
suggesting a pick-up in infla- 
tion," said Heinz Gunasek- 
era, bund specialist at UBS 
Securities, said. H I cannot 
see where inflation is going 
to come from In Germany." 

The west German con- 
sumer price inflation num- 
bers Showed an annual 
increase of L8 per cent in 
November, marginally 
higher than in October. But 
traders said there was little 
likelihood of a rate rise at 
least until early next year. 

FRENCH OATs also moved 
higher, with the December 
contract settling up 0.32 at 
99.98. The adjusted bench- 
mark yield remained identi- 
cal to bunds. 

UK GILTS also benefited 
from a flight to safety in the 
wake of a sharp sell-off in 
the stock market, but much 
of the day’s gains were pared 


in late trading. The Decem- 
ber contract ended & higher 
at 118% on turnover of just 
over 42.000 contracts. 

The backdrop remained 
favourable, with Gordon 
Brown, the chancellor of the 
exchequer, expected to 
announce a further cut in 
his public sector borrowing 
requirement forecasts when 
he makes his pre-Budget 
statement this afternoon. 

Furthermore, the governor 
of the Bank of England yes- 
terday suggested the govern- 
ment’s 25 per cent inflation 
target might be too high. 
Any reduction in the target 
would be greeted positively 
by gilts. The spread against 
bunds widened i basis point 
to 114 points. 

In Italy. BTPs bucked the 
European trend, reflecting 
disappointment at th»» 
of Italy's decision to hold 
back on an expected Interest 
rate cut on Friday. The 
December contract fell 0.03 
to 113.1, having been higher 
for much of the day. 


Nonetheless, analysts said 
the market had already fac- 
tored in another Interest rate 
cut. and that the benefit 
when the Bank of Italy 
finally moves was only 
likely to be felt at the very' 
short end of the yield curve. 

US TREASURIES weak- 
ened as Asian uncertainties 
spread after the collapse of 
Yamaichi. as a busy day flu- 
new short-term auctions got 
under way. By early after- 
noon the benchmark 30-year 
band was down fi to lOOfi, 
sending the yield higher at 
6.063 per cent 

Shorter-term issues were 
also lower, with 10-year 
notes Calling & to 102&, 
yielding 5538 per cent, and 
two-year notes easing & to 
9912. yielding 5.709 per cent. 

“The focus ia on what is ' 
going to happen tonight 
when Japan opens up, what 
financial markets do and 
what the government says 
about it," said David Ging, 
market strategist at Donald- 
son, Luflrin'& Jenretta Sud- 


den movements in Japanese 
equities could trigger new 
swings in US Treasuries. 

“The psychology of the 
market is still in good 
shape.” said Neil DeSaroo, 
head trader of US govern- 
ment securities at CISC 
Oppenhehner in New York. 
"The curve continues to flat- 
ten, and the market has 
made some concessions to 
the two-year nates.” The 
spread between the yields of 
the 30-year band and the 
two-year note fell to 35.4 
basis points. 

Adding to morning pricing 
pressures was an auction of 
$15bn In two-year notes. 
Later in the day $i<L5bn in 
three-month and six-month 
bills would be auctioned. 

fn a trading week short- 
ened by the Thanksgiving 
Day holiday on Thursday. 1 
several important economic 
reports will be released, 
including durable goods 
orders, third-quarter GDP, I 
and personal income data for 
October. 


CDC’s 
Asia fund 
raises 
$120m 


By Edward Luce 


More trading 
in emerging 
market debt 


E1B deal meets 
strong demand 


New international bond issues 


INTERNATIONAL BONDS 


By Edward Luce 


The European Investment 
Bank yesterday shrugged off 
wider market jitters about 
the bankruptcy of Yamaichi. 
the Japanese brokerage 
house, to come to the market 
with a 8250m offering. 

Bond traders said the 
wider market was unlikely 
to come to life this week, 
with December approaching 
and a US public holiday on 
Thursday. 

However, there were 
rumours that a “high- 
quality” corporate name was 
planning to launch a five- 
year D-Mark deal today. 


Officials at ABN Amro, 
joint lead with Merrill 
Lynch, expressed surprise at 
the strength of demand for 
yesterday’s EIB offering 
from “core” institutional 
investors in such conditions. 

However, they added that 
the strength of demand was 
in line with what had been 
seen in the World Bank dol- 
lar deal last week and the 
Kingdom of Sweden’s offer- 
ing on Thursday. 

“There is strong demand 
out there from the main- 
stream institutional inves- 
tors for high-quality AAA 
supranational and sovereign 
borrowers,” said one banker. 
“This is simply a continua- 
tion of that theme.” 


Amount Coupon Woo Matiefly Fries Spread Book-rawer 
Bwrewar n % _ _ bp 

■ us dollars . . ’ /•'' t ' 

European Investment Bk^a) 250 6.125 100X39R Oct 2002 _ (L2SR _ +1B8S1tOdt02) ABN Amo HQ/Mefrffl 

■ FRENCH FRANCS V-T ' A XI". . X 1 ’ ,V" ’ 

J Sstabuyfe) 350 (blj 10020 Dec 2004 020 - Deutsche Morgan Gfofl 

m Luxembourg francs XXXV XXX X • 

Aigeraaixmk Luxembourg 2bn 5.05 100X0 Jen 2003 1.75 _ - BCEE 

■" AUSTRALIAN DOLLARS 'VX ‘ \\\ V‘ XKX XX-X ' 

State Bar* of NSW 100 5.50 100X35 Dec 2000 1.375 - TO Sectotes 


Final terms. ncxv-caSabte unless stated. Yield spread (over relevant government bond) at launch supptad by le nd m anager. 
*UHfc*od. R: Fixed m-offer price; fees shown at re-offer level, a} S500m launched 14/1007 was increased to S750m. Plus 
34 days accrued, b) Callable from Dec 2000 at par. bi) 5.36% to Dec 2000 . then 0.05% thereafter. 


The five-year bond was an 
add-on to’EIB’s $500m offer- 
ing In mid-October. It was 
priced to yield 18 basis 
points over Treasuries - up 
marginally from the spread 
of 14 basis points offered on 
the original tranche. In the 
meantime, however, the 
paper has traded at levels as 
wide as 38 basis points over 
Treasuries. 

Officials reported strong 
buying from UK investors, 
who took about 40 per cent 


of the distribution. ABN 
Amro said It was withhold- 
ing some of the offering 
overnight to give Asian 
investors a bite at the apple. 
Asian central banks took 20 
per cent of last week’s $50Gm 
offering from Sweden. 

J SA2NSBUR7, the UK 
supermarket group, came to 
the French franc market 
with a seven-year FFi330m 
offering. Hie deal Is callable 
from December 2000 at par. 
If it is not called, the coupon 


will step up from SL36 per 
cent to 6.05 per cent thereaf- 
ter. The deal was launched 
under Sainshury’s European 
medium-term note pro- 
gramme! 

In the secondary markets, 
bond spreads widened 
slightly yesterday on worries 
about the possible contagion 
effect of the financial crisis 
In north Asia. However, 
plans by Argentina to tap 
the lira market are unlikely 
to be affected. 


The Commonwealth 
Development Corporation, 
the UK government-owned 
venture capital fund for 
emerging markets, said it 
had raised $l 20 m for its 
south Asia regional Invest- 
ment fund. 

The CDC - recently sin- 
gled out by Tony Blair, the 
UK prime minister, as hte 
government’s first candidate 
for privatisation - launched 
the fund last month at the 
Commonwealth heads of 
government meeting in 

Ediobm^lL 

The fond, which includes 
$30m of the CDC’s own capi- 
' tab will seek long-term capi- 
tal appreciation through 
direct equity and equity-re- 
lated investments in private 
sector companies in India, 
Pakistan, Bangladesh, 
Nepal, Sri Lanka, the Mal- 
dives and Bhutan. 

CDC directors say the 
fund, which has a target of a 
20 per cent annual return on 
investment, has achieved 
backing from a number of 
Indian and Pakistani inves- 
tors, which is considered 

imncnnl fn th <* TinHim sub- 

continent This means that 1 
ftyjian and Pakis tani inves- 
tors will in effect be taking 
direct equity stakes in each 
other's private sectors. 

The venture capital fund, 
which could total up to ; 
8200m, will be incorporated 
in Mauritius. Thera are no 
plans yet to list the fond. 

The UK government is I 
expected to raise more than ! 
£500 m from the privatisa- 
tion of the CDC. This will 
leave it with a “golden 
share" of 40 per cent in the 
fund. The CDC has also set 
up venture capital funds in 
Africa, the Pacific and the 
Caribbean. ~ 


By Samar lakandar 


Trading in emerging market 
debt in the third quarter 
reached $1.300bn, bringing 
the year-to-date volume to 
$4.3bn, only $lbn short of 
the amounts exchanged in 
the whole of 1996. 

T.atin American debt 
remained the most active 
sector, accounting for more 
than 75 per cent of trading, 
according to the latest quar- 
terly statistics published by 
the Emerging Markets Trad* 
ers Association. 

While most sectors seemed 
on track to beat last year’s 
record, the Middle East 
showed the sharpest rise, 
with trading activity in the 
first nine months of the year 
nKmhmg to double the total 
volume of 1996. 

“Trading volumes 
remained at high levels 
through the third quarter, 
with particular strength 
coming from the growing 
.activity in emerging markets 
eurobonds,” said Michael 
Chamberlin, EMTA chief 
executive. 

The growth in eurobond 
trading, mainly to the detri- 
ment of Brady bonds, was 
mainly due to investors’ 
increasing acceptance of risk 
as mainstream market yields 
stagnated at low levels. 

A rise in emerging market 
eurobond outstandings also 
contributed to the rise in 
volumes by increasing avail- 
ability and liquidity in the 
secondary markets. 

Several borrowers 
exchanged outstanding 
Bradys for eurobonds, thus 
lowering their borrowing 
costs. Argentina, Panama 
and Venezuela were among 
countries successfully retir- 
ing Bradys, issuing nearly 


*7bn of uncollateratised 
eurobonds between them. 

Turnover in eurobonds 
roseto $367bn. up 26 per 
from the S29Qbn traded 

in the third Quarter. Con- 

verselv, trading i« Brad! 
bonds' fell 15 per cent to 
$Si9bn. Bradys’ market 

share dipped to 39 per ccm 
of emerging market 
in the third quarter, from at 
pea: cent in 1896- 
Local market activity abO 
fell, to $258bn from $369bn in 
the second quarter. 

The popularity of Russian 
debt increased, with volumes 
rising 30 per cent to $l 72 bn. 
approaching the liquidity or 
the better established Latin 
American markets. 

Growth in Asian dent 
instruments, however, 
slowed markedly after a 
record jump of more than 
500 per cent last year com- 
pared with 1995- 
While October's global 
market turmoil was not 
accounted for in third quar- 
ter volumes, Asian markets 
had already started to show 
signs of weakness as the 
beginnings of Thailand's cri- 
sis became apparent. 

The EMTA said interest in 
emerging market debt 
remained concentrated on 
sovereign issues, which were 
four times more actively 
traded t han corporate debt. 

Traders, however, wore 
divided over the trend for 
the fourth quarter, as the 
effects of last month's tur- 
moil in the global market 
remained unclear. 

While some argued that 
volumes would rise as fund 
managers rushed to buy 
paper at lower levels, others 
said volatility was more 
likely to drive participants 
to the sidelines. 
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BROADCAST MEDIA 


Digital television will deliver huge choice for 
viewers but, writes John Gapper, the 
benefits for broadcasters are not so assured 



no clear picture 


For the world's broadcasting 
industry, these are the most 
technologically exhilarating 

and financially frightening 
of times. After decades of 
controlling the few outlets 
for television programmes, 
and the advertising that 
went with them, network 
broadcasters face a bewil- 
, dering explosion of capacity. 

The full effects of the 
move, from three or four 
channels in most countries 
to several hundred, have not 
sunk In for most viewers, 
since the vast majority have 
yet to experience the new 
technology. For now, broad- 
casters must bear the brunt 
of investing in the digital 
revolution. 

This revolution holds enor- 
mous potential. By transmit- 
ting programmes on digital 
frequencies, broadcasters 
can squeeze many more 
channels into the same 
bands of frequencies. The 
most powerful satellite 
broadcasters will be able to 
transmit up to 500 rfiannria 
from several aatpiiiK*; 

In time, that could taring 
huge revenue opportunities. 
The development of 
multi-channel cable in the 
US has reached the point 
where the traditional net- 
works capture less than 50 
per cent of the viewing audi- 
ence and smaller, niche 
channels are able to take 
advertising revenue. 

The most successful 
multi-channel broadcasters, 
such as British Sky Broad- 
casting, the company in 
which Rupert Murdoch's 
News Corporation holds a 39 
per cent stake, have already 
demonstrated the power of 
pay TV. BSkyB has shown 
that viewers are willing to 
pay for greater choice. 

Yet the short-term Impact 
of digital hqs been damaging 
for most of the broadcasters 


involved. BSkyB shares lave 
dropped sharply tHa year 
because of concerns over the 
vast cost and risk of switch- 
ing to digital, while 
broadcasters in other coart- 
tries face outright losses. - 

In the past year, there 
have been examples around 
the world of some of the 
. most aggressive participants 
in television retreating in 
the face of digital's enor- 
mous costs. Digital satellite 
has, as yet, attracted few 
viewers an d the iwffia i tech- 
nical prog ram-mo C0StB 

have been high. 

In Germany, KirchGroup 
entered a partnership with 
CLT-Ufa, the Luxembourg 
based broadcasting wwwpany 
In which Bertelsmann has a 
SO per cent stake, after its 
DF-l pay television service 
racked up large losses, con- 
tributing to the .group hav- 
ing to seek refinancing. 

In the US, Rupert Murdoch 
retreated from an initial 
attempt to strike up a part- 
nership with EchoStar, the 
satellite television broad- 
caster. Instead, he sold 
$Llbn of satellite interests - 
including a federal licence - 
to the powerful Primes tar 
service of America’s leading 
- cable companies. 

In Japan, Mr Murdoch's 
-JSkyB service is moving 
towards the use of common 
technology with PerfecTV 
amid slow take-up of digital 
services, while pay televi- 
sion in Australia awaits a 
shake-out to arrest the big 
losses being suffered by par- 
ticipants, including Mr Mur- 
doch’s Feudal service. 

Viewers have yet to dem- 
onstrate whether they want 
the array of choices given by 
multi-channel television. 
The response -will start 
emerging next year, with the 
launch of BSkyB 's 200-ctaan- 
nel digital &ervice%unn the 


spring, together with the full 
launch of Primaetar'a US asr- 
vjee. 

- It is not clear- howall the 
extra capacity will be filled. 
Options include showing 
films at staggered start 
times - a technique called 
near- video-on-demand - 
devoting capacity to interac- 
tive services, such as home 
shopping and banking, and 
showing more sport. 

The prospects far interac- 
tivity are unclear. Trials in 
the US have not demon- 
strated much enthusiasm 
among viewers for interac- 
tivity, yet it remains a high- 
ly-competitive area, partly 
because of the set-top box 
subsidies that are potentially 
on offer from providers of 
interactive services. 

More proven are the 
attractions of films and 
sport, progr amming for 
which viewers are willing to 
pay. Hollywood studios are 
engaged in negotiations with 
European pay broadcasters 
over the terms on which 
they can offer viewers films 
on a pay-per-view basis. 

Meanwhile, broadcasters 
have used the extra capacity 
afforded by digital to 
enhance sporting events. 
Canal Plus, the French pay 
television company, has 
used its Kiosque pay per 
view service to offer sports 
fanatics the chance to watch 
Formula One racing from a 
variety of camera angles. 

Production companies and 
owners of programme rights 
are putting their faith in the 
old saying that “content is 
king”. In Britain, broadcast- 
ing companies such as Carl- 
ton Communications and 
Granada Group have set up 
production subsidiaries to 
create pay television chan- 
nels. 

The digital revolution also 
requires large state-owned 


DIGITAL TERRESTRIAL • by John Gapper, Media Editor 


Vision of the future 


is down to earth 


BDB must 
persuade Britons 
to put its box on 
the box if it is to 


prosper 


From next year - if thing s 
proceed according to plan - 
Britain will become one of 
the world leaders in 
multi-channel digital televi- 
sion. That is a surprising 
turn of events for a country 
that has, until now, followed , 
only cautiously in the foot- 
steps of multi-channel pio- 
neers such as the US. 

The distinguishing feature 
of the UK’s move into 
multi-channel television is 
that it will employ terres- 
trial technology. Rather than 
relying simply on cable and 
satellite distribution, the UK 
government is encouraging 
broadcasters to switch from 
analogue to digital signals. 

The commercial enterprise 
spearheading this effort is 
British Digital Broad casting, 
a joint venture of two of the 
largest UK independent tele- 
vision companies. Carlton 
P- rtinmi mi natio ns and Gran- 
ada Group. BDB has found 
itself in the .forefront of an 
untested venture into new 
territory. ' 

The award of the digital 
terrestrial licence to BDB 
rather than to the DTN con- 
sortium headed by the cable 
and telecoms group. NTL, 
reflects the experimental 
nature of the undertaking. 
The government has sought 
certainty in handing respon- 
sibility to two big and 
proven broadcasters. 

The BDB consortium origi- 
nally included British Sky 
Broadcasting, the satellite 
broadcaster, as an equity 
partner. However. BSkyB 
was asked to scale down its 
involvement to the supply of 
programming for the enter- 
prise by regulators con- 
cerned that it would other- 
wise gain an 
anticompetitive advantage. 

The challenge facing BDB 
is that it may not be able to 
offer a service that is suffi- 
ciently new and different to 
persuade consumers to buy 


the set-top .boxes required to 
receive digital signals. These, 
are likely to sell at £200 after 
a retail subsidy provided by 
the BDB consortium. 

Part of the problem - and 
one that has traditionally 
held back the development 
of multi-channel television 
in the UK •- Is that viewers 
already have a strong range 
of programmes freon existing 
networks. This system has 
been underpinned by the 
publicly-funded British 
Broadcasting Corporation. 

Unlike BSkyB, which will 
be able to broadcast up to 
20 0 channels from the Astra 
2 satellite, digital terrestrial 
television is ttmfted-to about 
30. Of these, the BDB consor- 
tium will only ha ve the right 
to occupy about 12 on the 
multiplex -7 or band of fre- 
quencies - that it controls. 
This limits the ootpot in two 
ways. - 

Firstly, BDB does not have 
a lot of spare capacity to 
hand over to an interactive 
broadcasting company, such 
as the British Interactive 
Broadcasting group owned 
by British Telecom, BSkyB, 

. and two other partners, that 
will supply services to 
BSkyB. BDB has already 
decided to proceed with a 
basic set-top box specifica- 
tion that does not include 
interactivity. Although it 
could add -internet-based 
int era ct ivit y later on, it will 
offer many viewers an 
expanded version of what 
they already get rather than 
something startlingly differ- 
ent. 

Secondly, BDB will not be 
able to offer the vtdeoon-de- 

maud services that both 
BskyB and cable comparaes 
view as a cornerstone of 
their digital service.. It will 
neither have the spare Chan- 
nels to broadcast films at 
short intervals, nor the cable 
capacity to supply real-time . 
video on demand. 

. Nonetheless, the propo- 
nents of digital terrestrial 
television say that it has 
some underlying advantages 
that will persuade consum- 
ers to purchase Its set-top 
boxes, or even digital televi- 
sions. The most important is 


its potential appeal to the 
cautious consumers of “mid- 
dle England”. 

The early proliferation of 
Sky Television satellite 
dishes on the side of houses 
owned by local authorities 
led to many middle-class 
viewers resisting a switch to 

satellite television- In addi- 
tion. many do not want the 
"big- basic” range of pay 
channels offered by cable 
companies. Supporters of 
digital terrestrial argue that 
It will appeal to viewers who 
resist other forms of 
multi-channel television. 
The possibility of gaining a 
wider range of BBC channels 


and add-ons, such as a Chan- 
nel Four film channel, with- 
out installing a satellite dish 
will be an attraction. 

Directors of BDB say it 
will provide the company 
with important cross promo- 
tion. They estimate that they 
could gain £ 100 m of free pro- 
motion simply from the ITV 
companies and the BBC mar- 
keting their own digital 
offerings to consumers 
watching their channels on 
analogue broadcasts. 

In addition, they point to 
the advantages of gaining 
digital access to homes with- 
out the huge expense 
incurred by cable companies. 
BDB has estimated start-up 
casts of E400m, 1 against the 
multi-billion ptipnd invest- 
ment of cable, although the 
latter sell higher-margin, 
telephone services. 

For Carlton and Granada, 
BDB also offers a ready out- 
let for their pay television 
output through their Carlton 
Select and GSkyB subsid- 
iaries. Neither has yet 
proved as appealing to satel- 
lite or cable viewers as BBC 
services but they will be 
more clearly marketed on 
BDB’s Channels. 

-Blit, whatever the appeal 
of BDB’s. services, the com- 
pany’s prospects may, in the 
end, depend on the govern- 
ment moving decisively 
towards switching off the 
analogue signal in future 
years. The best reason for 
taking digital terrestrial wde- 
vision may - be the lack of an 
alternative. 




broadcasters to react One of 
the most aggressive 
responses has come from the 
British Broadcasting Corpo- 
ration, regarded by some 
analysts as owner of the 
world’s most valuable collec- 
tion of programme rights, 
after the Walt Disney Com- 
pany. 


Tbe BBC has a deal cover- 
ing secondary rights for its 
programmes in the UK with 
Flextech, the UK pay televi- 
sion company partly owned 
by Telecommunications Inc 
of Denver. And it is working 
with TCTs affiliate Discov- 
ery Communications on 
international rights. 


Satellite broadcasters will 
not have thing s all their own 
way. Tbe US is well used to 
multi-channel television 
with 66m households taking 
cable television as an alter- 
native to, sometimes fuzzy, 
analogue signals. That com- 
pares with only 5m direct-to- 
home satellite subscribers. 


In the UK, cable compa- 
nies have used the opportu- 
nities afforded by the com- 
ing of pay-per-view services 
to strike deals with Holly- 
wood studios, forming a con- 
sortium to obtain films at 
better margins than avail- 
able by taking progr amming 

through BSkyB. 


Furthermore, cable compa- 
nies with fibre optic net- 
works have a greater oppor- 
tunity to mix multi-channel 
television with interactive 
and internet services. A 
cable link offers much 
smoother interactivity than 
satellite, which requires 
viewers’ responses to be car- 
ried over telephone lines. 

For this reason, Microsoft 
has already made substan- 
tial investments in US cable 
companies, while advanced 
internet providers, such as 
4’Home Networks, have 
offered services via cable. As 
barriers break down between 
television and personal com- 
puters, this could give cable 
a competitive edge. 

Indeed, even the estab- 
lished analogue networks 
have life left In them yet. 
Despite the slow decline in 
the viewing share of US net- 
works, they have retained 
and even enhanced their pre- 
mium advertising rates. As 
audiences fragment, the 
remaining mass channels 
become more valuable. 

All this means that the 
holders of what appears to 
be the most power - the digi- 
tal broadcasters who will be 
able to offer the most chan- 
nels - are engaged in what 
is still a risky undertaking. 
They are investing huge 
amounts of money without 
the guarantee that their ser- 
vices will be appreciated by 
traditional viewers. 

But, even though they are 
entering this digital revolu- 
tion mainly because they 
have no alternative, the 
potential rewards are high. 
They could yet capture the 
loyalty of viewers from tradi- 
tional networks by offering 
them a bigger choice of pro- 
grammes to watch than 
most can yet imagine. 
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CNBC 


screens 
the reds 
and blues 


By Tracy Conigan 
In New York 


The market correction of 
1997 may do for CNBC, the 
television business news net- 
work which now reaches 
more than 150m homes 
worldwide, what the Gulf 
war did for CNN. 
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PSKYB • by John Gapper 


Fresh air for 
clear skies 


A new team must 
make the move to 
digital and a 
better mix of 
programming 


This year has marked a 

turning point for Britain's 
only satellite pay television 
service, British Sky Broad' 
casting. The past month has 
seen a transformation of its 
senior nunap»m»n* and the 
coming months will see the 
last phase of the run-up to 
the introduction of 200-chan- 
nel digital television. 

The success of the latter 
will determine whether 
BSkyB, formed in 1990 from 
the merger of the two com- 
peting, and loss-making ser- 
vices, Sky Television and 
British Satellite Broadcast- 
ing, can move smoothly from 
its buccaneering start-up 
phase to one of smooth 
growth and acceptability. 

Already the slowing of 
BSkyB's initial burst of 
growth, following the suc- 
cess of Its strategy of driving 
pay television in the UK by 
capturing exclusive rights to 
sports events and Hollywood 
movies, has had an effect. Its 
shares have performed badly 
amid concerns over digital. 

It now needs to adapt itself 

to a mare complex era, in 
which it can no longer exert 
the same stranglehold over 
films and sports rights and 
in which it will have to com- 
pete with other pay televi- 
sion systems. That is the 
task tha t its new manage- 
ment has already set itself. 

Above all, BSkyB must go 
forward without the domi- 
nant personality of Sam 
Chisholm, the New Zea- 
lander brought in seven 
years ago by Rupert Mur- 
doch. whose News Corpora- 
tion owns 39 per cent of 
BSkyB. who stepped down 
this month due to a severe 
asthmatic condition. 


BSkyB’s strengths and 
weaknesses have been 
formed very much in Mr 
Chisholm’s image. His great- 
est strengths were his 
aggressive management 
style and bargaining meth- 
ods. These ensured that 
BSkyB signed key sporting 
deals and marketed its ser- 
vices in a slick manner. 

In particular. Mr Cblshnhn 
and David Chance. BSkyB's 
deputy managing director, 
devised the bundling of ser- 
vices that required viewers 
to take a selection of pay TV 
channels, known as Sky 
Multichannels, before 
able to "buy through" to an 
unrivalled range of premium 
sports and film channels. 
This ensured BSkyB’s high 
profitability by gaining it the 
highest “pay to basic" ratio 
- the proportion of viewers 
taking premium services - 
of any satellite broadcaster 
in the world. 

BSkyB went on to sell its 
programmes to British cable 
companies on similarly bun- 
dled terms. 

Yet these elements of 
BSkyB's strategy have come 
under growing strain in the 
run-up to Mr Chisholm's 
departure to make way for 
Mark Booth, a 40-year-old 
American with extensive 
experience in pay television, 
from MTV Networks in 
Europe to JSkyB, the Japa- 
nese satellite service. 

As he takes the helm, Mr 
Booth will be aware of chal- 
lenges from two directions. 
The first is the expansion of 
alternative distribution 
methods for pay television 
channels. Not only are 
companies to switch to digi- 
tal, allowing them to cany 
more Channels, but terres- 
trial digital services will 
start next year. BSkyB's 
attempt to respond by taking 
a stake in the British Digital 
Broadcasting consortium, 
and so ensuring its presence 
in terr estr ial television, was 



blocked earlier this year by 
regulators. It has had to 
withdraw, making do with 
supplying programmes to 
the BDB group. 

The second challenge 
comes from the content side. 
It is becoming more expen- 
sive for BSkyB to sign rights 
to sports events as organisa- 
tions. such as the Premier 
League, hare adjusted to 
their growing value and indi- 
vidual clubs are starting 
their own channels. 

And, on the films’ side, the 
Hollywood studios are now 
selling pay-per-view rights 
for fflmg - under which dis- 
tributors can offer viewers 
the choice of individual Aims 
at about EL50 per showing - 
non-exclusively. Four cable 
companies have responded 
by negotiating separate 
deals in a consortium. 

These challenges by no 
means obviate BSkyB's 
advantages in the world of 
digital television. It bng con- 
siderable experience of pay 
television that other poten- 
tial participants lack and it 
ha & invested considerable 
sums in ensuring it has the 
right technology to start 
broadcasting. It also has the 
marketing know-how and an 

established base of viewers 
that it can persuade to 
switch to digital services. At 


UK CABLE • by Christopher Price 


Cable turns the corner 


With networks in 
place, the focus is 
shifting to 
customer service 
and marketing 


Has the tide begun to turn 
for the UK cable industry? 
Long-renowned for its poor 
performance, recent develop- 
ments in technology, mar- 
keting and business have led 
some analysts to suggest 
that the industry could now 
be past the worst 
Among the most pertinent 
developments has been the 
shift for companies from 
being, principally, construc- 
tion groups to marketing- 
driven organisations. 

Many of the UK's 15 cable 
companies have now built 
more than half of their net- 
works. In some franchise 
areas, the figure is more 
than 80 per cent 
As a result there is a 
stronger focus on customer 
service, allowing the cable 
industry to respond to one of 
the chief criticisms of its per- 
formance. 


Equally, the redaction in 
building activity has allowed 
the Industry to greatly 
reduce costs. 

These are being further 
addressed by the consolida- 
tion. Earlier this year, cable 
groups Nynex CableComms. 
Vldeotron and Bell Cablezoe- 
dla merged with Mercury 
Communications, the domes- 
tic telecoms business of the 
UK’s biggest cable company. 
Cable and Wireless Commu- 
nications. 

CWCs position as the big- 
gest may not last much lon- 
ger. Telewest, the second 
biggest operator, and NTL. 
the third, are in merger talks 
which. If successful, would 
make them the biggest cable 
group, to addition to reduc- 
ing costs, bigger means 
weightier in marketing and 
negotiating with programme 
suppliers. 

The emerging confidence 
in the cable industry has 
spawned a number of differ- 
ent approaches from the 
companies involved. 

With more than 90 per 
cent of its revenues being 
generated by telecoms, it is 


perhaps not surprising that 
CWC has decided to focus its 
attentions on that side of its 
business. In particular, the 
group is keen to develop its 
data management business. 

CWC's single-mindedness 
has dealt a blow to industry 
unity with the company’s 
decision not to pursue indus- 
try-wide initiatives, such as 
independent pay-per-view. 
Instead, the group has 
signed a non-exdusive two- 
year deal with BSkyB, the 
satellite broadcaster, to take 
its programme services and 
to launch digital PPV in the 
spring of next year. 

General Cable, the French- 
controlled group, has also 
emphasised its telecoms 
business. It recently sur- 
prised the market by 
announcing it would no lon- 
ger be offering its customers 
television-only subscriptions. 
They have to take telecoms 
as well with the company’s 
move prompted by anger at 
the BSkyB’s prices for Its 
packages of channels. 

Telewest and NTL have 
steered a middle course 
between the telecoms and 
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television services. NTL is 
. reknowned fori its aggressive 
pricing and jis currently 
offering a 10-channel terres- 
trial and cable [channel pack- 
age, together with telephone 
rental far £7.99 a month. 

The company claims its 
penetration and churn rates 
- two benchmarks in the 
industry covering subscrip- 
tion take-up and cancella- 
tions - are well ahead of the 
industry average. Other 
cable companies are develop- 
ing similar schemes in a 
move which observers 
believe shows the industry 
beginning to tackle its mar- 
keting problems head-on. 

Further flexibility in pro- 
gramming provision will be 
made possible through the 
advent of digital television, 
which is due to be launched 
in spring next year. 

With some 200 channels 
available, the cable compa- 
nies are embroiled in 
lengthy discussions with a 
number of content providers. 
Four companies - NTL, 
Telewest Diamond and Gen- 
eral Cable - are to launch 
their own PPV movie chan- 
nel after negotiating a deal 
with two Hollywood studios. 

The agreement is a land- 
mark for the UK industry, 
being the first time that a 
consortium of companies haa 
made a significant challenge 
to BSkyB’B dominance in the 
cable broadcast market. The 
cable film channel will be 
near-video-on-demand with 
around a dozen movies run- 
ning at half hour intervals 
on 70 to 80 channels. 

In order to increase the 
number of cable customers 
able to receive the PPV ser- 
vice, the four-strong consor- 
tium is considering offering 
the film channel ■ to tele- 
; phone-only subscribers. 

Until now, PPV and BSkyB 

p remium channels have only 
; been available to existing 
televfaiQn cus tomers. _ 

Other; ■ seftScesunder dis- 
cussion for digital todktde 
the internet and interactive 
activities, such as home 
shopping and banking. 

...The cable- industry- must 
also" deckte^on which soft- 
- ware and operating syste ms 
to use -for the new- genera- 
tion of technical equipment 
heralded by di gital. 

Such discussions are being 
held in an atmosphere of 
growing confidence in an . 
Industry which has spent 
hundreds of millions of 
pounds on networks. The 
success, of the new market- 
ing and business initiatives 
will determine how well 
placed the sense of optimism 
really is. 


BBC • by Maggie Brown 


Public interest attack 


The BBC is 
determined to he 
in the vanguard 
of digital 
developments 


Wham, bam, thank you Sam: A hard act to fbBow MHar**»*od 


the vanguard of this effort 
will be the Sky Box Office 
pay-per-vtew service, which 
starts broadcasting in 
December, and will devote 70 
channels to showing films at 
half-hour intervals from the 
spring. 

But the task is not to sim- 
ply switch services 

to digital. Mr Booth and Elis- 
abeth Murdoch, the compa- 
ny's general manager in 
charge of programmes, have 
acknowledged the need to 
develop BSkyB’s strategy for 
a different era. They plan to 
invest in original program- 
ming for the Sky One gen- 
eral entertainment channel. 

Despite the fact that 
BSkyB’s audience Is broadly 
mixed, due to enthusiasm far 

Sport among young man in 

all occupations, it retains a 
reputation as a downmarket 
service. To compete with ter- 
restrial digital, it needs to 
improve the reputation of its 
basic services. 

BSkyB’s current unpopu- 
larity with investors may 
prove to be a temporary phe- 
nomenon. Although Mr 
Chisholm's ability to per- 
suade viewers to take his 
chosen mix of pay and basic 
services may have been 
undermined. BSkyB remains 
a formidable force in British 
pay television. 


When the BBC published its 
recent annual report chair- 
man Sir Christopher Bland 
promised, in the understate- 
ment of the year, that the 
"digital revolution will- not 
find the BBC unprepared". 

It became clear that the 
Corporation was planning to 
redirect around £lbn of its 
funds over the next five 
years into preparing its new 
multi-channel future. This 
autumn, as the Corporation 
began to finally launch the 
first new services, the scale 
of its vaulting ambition - 
which includes colonising 
the internet as a “third force 
in broadcasting” alongside 
radio and television - 
became apparent 

The BBC was left behind 
in the mUHi revolution of 
the late 1980s pioneered by 
Rupert Murdoch. It subse- 
quently, struck an unhappy 
partnership with Pearson 
which has stalled with two 
international satellite chan- 
nels, BBC World and BBC 
Prime. 

Its director general John 
Birt is determined history 
will not be repeated. Indeed, 
he prides himself that the 
BBC is strategically pre- 
pared. 

The Corporation’s ambi- 
tions. global as well as 
domestic, are underpinned 
by the new 10 year BBC 
licence and agreement, nego- 
tiated with the last Conser- 
vative government. Without 
these freedoms the total 
transformation dreamed up 
by the architects of digital 
expansion would be impossi- 
ble. 

The agreement allows the 
BBC new scope to launch 
channels funded by advertis- 
ing and subscription - apart 
from its. licence foe funded 
services - provided there is 
no cross-subsidy. It ran build 
up new channels as capital 
asset investments, rather 
than simply selling pro- 
gramme rights to others. 
This permissiveness pro- 
vided the basis for the mixed 
range of new partnerships 
and services emerging. 


David Docherty. BBC 
Broadcast's deputy director 
of programmes, and .strate- 
gic o ve r se er of most of the 
new channels, says: “This is 
not hubris. We genuinely 
want to save the public and 
set standards in all the new 
media- We axe inherently 
ambitions to play a full part, 
tO do <BQTnafrhing - for the pub- 
lic and for the talent.” 

• The purest “public ser- 
vice" offering so far is News 
24, a rolling channel follow- 
ing in the footsteps of CNN 
and Sky News. This started 
an November 9 this year and 
is folly funded, at 230m a 
year, from the licence fee: 

It is aimed at the domestic 
market bnt is working 
closely with the interna- 
tional current affairs service, 
BBC World. 

Providing news when 
viewers want it has been a 
long-standing goal of the 
BBC’s powerful news divi- 
sion, perceived as central to 
its public service mission. 
Bat News 24 was originally 
promised as part of the “digi- 
tal * dividend" offered to 
licence fee payers, to fill the 
extra capacity provided by 
the switch to digital terres- 
trial broadcasting planned 
by all the main channels. 
This launch is not now 
expected before next autumn 
when other additions, such 
as widescreen pictures, a 
new repeats channel 
(Choice) and educational 
channel, start 
Having recruited 100 news 
staff, the BBC decided to go 
ahead anyway with News 24- 
But it has run up against a 
short-term capacity problem. 
UhtO digital arrives, distri- 
bution, largely tied up by 
Sky, is limited, especially on 
the Astra gfltinitttg, the main 
direct-tobome broadcaster. 

Currently, News 24 is 
available to a limited cable 
audience of around 1.3m 
homes and is unlikely to 
reach anywhere near 90 per 
cent of licence fee payers’ 
homes for the next 10 years. 

November has also seen 
the launch of the first joint 
BBC/Flextech channels. UK 
Style, UK Arena and UK 
Horizon: these too have been 
res tri cted to cable, although 
the existing brand leader, 
UK Gold is a popular, estab- 
lished satellite service now 
jointly owned. 








Home news: News 24 head&ws the BBC’s digital pfens 


Under the deaL first strode 
last March, Flextech gains 
the exclusive rights for 30 
years to past and future BBC 
programmes and access to 
the BBC’s top programming 
anri scheduling talents. In 
return, it is investing op to 
£200m over five years. The 
BBC is also trying out maga- 
zine “masthead publishing" 
with a daily Radio Times 
What’s on TV programme on 
Arena. Flextech is responsi- 
ble for selling advertising 
and marketing. 

Flextech Is controlled by 
the American cable operator, 
Tele-Communications Inter- 
national(TCD, which also 
has a large interest in the 
Washington-based Discovery 
Channel, well known for its 
high-quality factual pro- 
gramming aimed at 
upmarket viewers. In a com- 
plicated deaL BBC and Dis- 
covery have inched towards 
co-operation in launching 
new channels and funding 
programmes, made by the 
BBC. worldwide. 

Discovery is guaranteeing 
$17Sm over five years to a 
joint - venture company. 
based in New York, invest- 
ing in approved BBC docu- 
mentary, science, history 
and wildlife programmes. 
And Discovery is helping the 
BBC start a 100 per cent Cor- 
poration-owned cable enter- 
tainment channel, BBC 
America, in January. 

Up to now BBC efforts to 
penetrate the clogged Ameri- 
can market have failed: Dis- 


covery is an ally and will 
market BBC America as a 
commercial venture. In a 
further move, the BBC gains 
od equity stake in new 
global satellite services, such 
as Animal Planet (already 
established) and People & 
Arts (yet to materialise). 

There are clear drawbacks 
in all of these developments. 
The first is the greying of 
the area between the BBC as 
a public service broadcaster 
and the BBC as a commer- 
cial operator. Secondly, if 
BBC programmes are sur- 
rounded by advertising 
within the UK market, 
sooner or later the question 
will be asked: is the BBC 
licence fee justified? 

Later BBC/Flextech chan- 
nels may be funded by vol- 
untary subscription, driving 
the point home, at a time 
when digital television and 
pay-per-view will be taking 
off. This helps explain why 
the BBC. though eager to 
play both ends of the field, 
has kept its name off UKTV. 

Finally, with BBC pro- 
gramming going to so many 
outlets, especially America, 
there is a clear risk that pub- 
lic service values could be 
infected. For instance, an 
infusion of American money 
in factual areas could alter 
core British programmes in 
so for as deciding what gets 
made. 

One thing is certain. When 
the BBC celebrates its cente- 
nary. it will be a veiy differ- 
ent hybrid organisation. 


UK INDEPENDENT TELEVISION • by Maggie Brown 


The mix is a blessing 


The independents 
can fight- off the 
competition by 
accentuating their 
strengths 
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The big question for 
Britain's three commercial 
terrestrial channels is awe- 
somely simple. Is there a 
future for them? 

Can broadly-based ser- 
vices, supported by advertis- 
ing and offering a traditional 
mixture of drama, entertain- 
ment, factual programmes 
and news, free to viewers 
expect to thrive indefinitely? 

Or will ITV, Channel 4 and 
Channel 5 collapse in the 
next century under the 
weight of massive digital 
expansion, allowing hun- 
dreds of themed special 
interest channels and pay- 
per-view to bloom? 

Children living in 
multi-channel homes, . the 
viewers of the future, have 
already switched much of 
their Viewing to charm ala 
such as the Cartoon Net- 
work. And the new satellite 
and cable channels, when 
audiences are aggregated, 
are already taking a larger 
total share than Channel 4. 
Until this year, it has been 
possible to argue that 
multi-channel televirion, 
most obviously pioneered by 
BSkyB, has failed to make 
the significant impact on 
total viewing, and hence 
advertising spend, that fore- 
casters expected it to deliver. 

There is also the comfort- 
ing example of America, 
where the .main networks 
have managed to hold on to 
the majority of viewing. 

The Independent Televi- 
sion Commission’s quarterly 
analysis of aodience shares 
starkly underlines the huge 
gap between, say, iTVs cur- 
rent 33 per cent share, and 
Sky XTs U, pa- cent And. 
while the latest BSkyB fig>- 
ures confirm that 27 pa cent 
of homes have access to 
multi-channel television, 
that leaves 73 per cent 
apparently context with ter- 
restrial. 

But, as even ITV’s own 
side would agree. 1997 lias 
been an annus honUnHs as 
audiences melted away fas- 
ter than at any other point 
hi the 1990s. As Clive Janes, 
Carlton's chief executive. 
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Streets ahead: ITV* strength lies in foe Bkes of Coronation Street 


admits: "ITV has taken 
something of a battering in 
1997." 

Ironically, much of the 
damage was delivered by a 
competitive BBC and the 
new Channel 5 rather than 
BSkyB. which has yet to 
make a real bid for televi- 
sion advertising. The satel- 
lite broadcaster’s share of 
fee total zoomed in -1996/97 
to 6.1 per cent, equating to 
5380m annually, from <LS per 
centi But this is still peanuts 
against ITVs share, which 
fell back to 72 per cent from 
74 per cent 

Multi-channel homes con- 
tain relatively young, fairly 
affluen t viewers and, thanks 
to top class sport, audiences 
are skewed towards men. AH 
40 of the top TV advertisers 
include BSkyB in their cam- 
paigns. The great worry Is 
that, as the century ends. 
ITV could be left with age- 
ing,. down market viewers, 
those too poor or too "passive 
to respond to the opportuni- 
ties, while Channel {fa cheap 
and cheerful progr amming 
deans up the young, down 
market viewers at the other 
end of the scale. 

Marie Booth, the new chief 
executive of BSkyB believes 
that he has plenty of scope 
to take the company forward 
by marketing and expanding 
Sky's appeal to the uncon- 
verted 73 per cent 

Against this, Channel 5’s 
slow start, having launched 
in April of this year its share 
fa now around 3 per cent 
has stoked the uncomfort- 
able feeling that yet another 
entertainment-led mi xM ser- 
vice represents not the rosy 
future but a throw-back to 


an earlier era. more geared 
* to the early 1990s than 1997. 

At the same time the rnafo 
terrestrial operators - Carl- 
ton, Granada and the BBC - 
have ah -finally dipped their 
toes into the multi-channel 
era, competing on cable/sat- 
eUjte themed services for the 
attention of audiences, 
against their main services, 
with repeats of their best 
known programmes. 

But, as Clive Jones notes 
"damaged people are danger- 
ous". What is noticeable - 
and new - is the mood of 
aggression within the estab- 
lished terrestrial channels. 
They have, no intention of 
lying down and dying. 

Channel 4 has poached 
David Brook, Channel 5’s 
canny director of marketing:, 
to reposition it, while negoti- 
ations continue over the 
more stringent terms of its 
licence from the Independent 
Television Commission. 

The moves come at a point 
where the Channel's growth, 
in audience share and adver- 
tising, may plateau and even 
decline slightly but at a time 
when enhanced programme 
funds, accompanied by a 
revived programme strategy, 
devised by new chief execu- 
tive Michael Jackson, could 
make the channel "hot" 

again 

ITV, for its part, believes 
its relative decline has been 
too fast and that self help 
can do a lot to Unfit the inev- 
itable shrinkage, in part this 
stance is influenced by the 
experience of the BBC, 
which over the past three 
years has managed to retain 
a rock steady audience share 
of 45 percent, though there 


are signs that this. too. may 
be starting to fray. 

ITV’s network centre, 
which runs the main 
national programme sched- 
ule, has a completely new 
team in place, headed by 
Richard Eyre, the chief exec- 
utive recruited from Capital 
Radio. David Liddiment, 
director of programmes, and 
John Hardie, the ex-Proctor 
& Gamble executive brought 
in as marketing director. 

In a recent fighting speech 
to advertisers Eyre left 
nobody in any doubt about 
his intentions. “I haven’t 
joined ITV to manage 
decline and neither has my 
talented friend Mr Liddi- 
ment. We believe it is under- 
performing and there is fab- 
ulous potential in this 
brand." 

He promised a complete 
rethink of the schedule 
within 100 days (by mid-Jan- 
uary). sharper programming, 
a new daytime schedule and 
a review of whether News at 
Ten should be moved to an 
earlier slot to allow ITV to 
run films and two hour dra- 
mas uninterrupted. It is all 
designed, he says, “to get the 
bloody ratings up". 

The fact remains that free* 
to-air television, universally 
available, sporting well- 
toved programmes and stare 
has huge strengths and ITV 
has the lion’s share of them. 
It is the sole commercial 
channel capable of deliver- 
ing mass peak time audi- 
eras. Zenith Media’s latest 
television forecast predicts 
ITV dipping below 30 per 
06111 to & A per cent by the 
year 2001, Channel 4 at 9j2 
Per cent and Channel 5 at 6 

EL*®* This 

* 46 Per cent share. 
Uttle different from today. 

notwork centre has 
entrusted with far 
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EUROPE • by Andrew Jack in Paris 

Channel plus 
plus... and pli 


US NETWORKS • by Christopher Parkes in Los Angeles 


Digital channels, 
disputes and 
alliances are 
erupting across 
the Continent 

British broadcasters may 
have got satellite television 
off the ground before their 
competitors on the other 
side of the English Channel 
but it was the continental 
Europeans who stole a 
march with the advent of 
digital transmission. 

During the 1980s. while 
BSB and Sky fought th** bat- 
tle for analogue satellite 
broadcasting in the UK, tele- 
vision companies In other 
European countries were, 
more focused on their terres- 
trial businesses. 

And, by the time the first 
digital broadcasts were get- 
ting under way in 1995 in the 
US, Africa and Australia, 
European providers were at 
a competitive advantage to 
their British counterparts by 
virtue of the fact that they 
were not locked in to heavy 
investment in the older anal- 
ogue technology. 

The first experiments took 
place in Italy, where Telepiu 
- owned by MIH and “Riche- 
mont of South Africa and 
Kirch of Germany - 
launched a trial in early 
1996. With issues of technol- 
ogy and subscriber manage- 
ment better under control, 
the project was properly set 
up in the autumn of the 
same year. 

Meanwhile, a pioneering 
commercial initiative had 
already been launched 
across the Alps in France 
when, in April 1996. Canal 
Plus, the pay television sta- 
tion. began its service. It had 
already created its Canal 
Satellite subsidiary in 1992 
to broadcast analogue sig- 
nals and drew on this experi- 
ence to attract clients to the 
new offer. 

Since then, digital TV ser- 
vices have “deepened” with 
a huge explosion in chan- 
nels. For example. Canal Sat- 
ellite in France has some 
115, including pay-per-view 
film and sport, radio and 
interactive services. But the 
services have also “broad- 
ened" geographically, with 
launches in Spain, Germany, 
Holland and Scandinavia. 
Others are expected to fol- 
low next year in Belgium, 
Greece and Poland. 

France remains Europe’s 
liveliest market and digital 
television has proved to be 
one sector in which state-im- 
posed regulations have 


... and Demise greatly exaggerated 


barely hindered the intense 
competition. Within a few 
months of its launch, <v»nai 
Satellite had fostered two 
rivals. 

AB Sal, which was funded 
with an initia l public offer- 
ing in New York, began a 
service alongside its existing 

programml ng division. And, 

at the start of thiR year, Tele- 
vision Par Satellite (TPS) - a. 
consortium Involving invest- 
ment from TF1, the quoted 
television group, the private 
station M6. Lyonnaise des 
Eaux, the public c hann els 
controlled by the state- 
owned France Television 
and France Telecom - began 
broadcasting. 

All three, services are 
growing rapidly. While mar- 
keting and other costs have 
been higher than originally 
anticipated this is. in part, a 
function of the larger num- 
ber of subscribers than 
planned. Ely the end a£ this 
year, the three are expected 
to have captured im French 
subscribers.. ' 

Hardly a week goes by 
without. a new step in the 
rivalry between them, with 
claims and counter-claims 
over subscriptions, techno- 
logical advances', film and 
sports rights, as well as legal 
and administrative feuds 
over advertising and broad- 
casting rights. 

In November, for example, 
the CSA, the French audio- 
visual regulator, criticised 
the TPS consortium for pro- 
viding free advertising on 
the terrestrial channels of its 
broadcasting shareholders. 
TPS. meanwhile, continued 
its fight to be able to plug its 
service on Canal Plus, par- 
ent of fianal Satellite, which 
was refusing to grant its 
competitor air-time. 

One factor which helped 
contribute to the explosive 
growth of the sector in 
France was the lack of alter- 
natives: with just five hertz- 
ian channels ' available free 
of charge and a very low 
coverage by cable television, 
the country was relatively 
under-supplied. 

Another element, argue 
some analysts, was that 
Canal Satellite's original ser- 
vice was relatively costly, 
creating a gap in the market 
that its rivals could fill mid 
push down, prices- 
. In some other countries, 
notably Germany, a more 
developed distribution sys- 
tem *■ primarily through, 
cable television - has lim- 
ited the interest in satellite 
broadcasting and kept the 
growth of new subscribers to 
£ar more modest levels. 


The German position was 
complicated by a series of 
confusing alliances. Things 
were simplified in July, 
when Canal Plus withdrew 
- from the market, leaving the 
leading German groups, 
Bertelsmann and Kirch, to 
jointly ran the combined 
Premiere-DFl "platform”. 

The French group kept its 
Multitbematique division to 
sell programming in Ger- 
many and also agreed, as 
pan of the transaction, to 
acquire Kirch’s stake in the 
fast-growing Telepiu. Having 
already merged with Riche- 
mont's television interests 
earlier in the year, the deal 
allows Canal Plus to take 
. control of 90 per cent of . the 
Italian station. •'• - 
Italy also highlights the 
significance of regulatory 
influences in the market. 
After protracted talks. Canal 
Plus has recently -agreed 
with the authorities that 
Telepiu will remain an inde- 
pendent operator of pay-per- 
view and subscriber digital'- 
television. But it wfil retain 
just 30 per cent qC the techni- 
cal broadcast platform itself, 
with the remainder to be 
jointly owned with other 
operators. 

In France, Catherine 
Trani tmann , the minfetgr of 
.culture and communica- 
tions. has promised a new 
audio-visual law next spring: 
She has said that its mea- 
sures will include a require- 
ment for France Television's 
stations to be freely avail- ' 
able to Canal Satellite’s digi- 
tal service, rather than 
remain exclusively on TPS. 

Technology and its com- 
mercialisation was one of 
the early battlefields of digi- 
tal television. AB Sat made 
what many see as the mis- 
take of se lling rather than 
renting its decoders to cli- 
ents. The relatively high cost 
has contributed to the fact 
that it has garnered less 
than 10 per cent of the cli- 
ents of its two French rivals 
and may well, ultimately, be 
forced to merge with one. 

Another fight has been 
over programming content. 
Canal Plus fought hard for 
football rights - a victory 
which gave it a strong start 
in January this' year when it- 
launched in Spain - but the 
effect with a complex range 
of deals signed with film dis- ' 
tributary has been to push 
acquisition prices up 
sharply. 

As the British gear up for 
the launch of their services, 
there is plenty of drama to 
come in .the fight for Euro- 
pean digital television. 


The hardy 
perennials of US 
broadcasting are 
growing, not 
withering 

US broadcast television 
networks are a resilient 
bunch. Once regarded as 
dinosaurs doomed to 
obliteration by cable and 
direct-to-bome satellite 
services, they bave not only 
refused to lie down and die 
but have started 
multiplying. 

Six months ago the most 
popular topic of industry 
debate was how long Time 
Warner's The WB and UPN. 
an upstart network owned 
by Viacom in partnership 
with Chris-Craft Industries, 
could survive against the 
combined forces of the big 
four- NBC, CBS, ABC and 
Fox. 

Now, speculation has 
turned to the chances for 
two more prospective 
newcomers, one headed by 
industry veteran Barry 
DiHer. and an upstart from 
Florida-based Paxson 
Communications. 

Mr DiUer, former 
programming chief at Walt 
Disney’s ABC. and the man 
credited with establishing 
News Corp’s Fox. had 
appeared to be struggling to 
patch together an integrated 
TV business. 

The Impression changed in 
late October when Seagram 
said it was to merge most of 
its Universal television 
programming and cable 
network operations into Mr 
Diller's HSN. Best known for 
its Home Shopping Network 
and other electronic 
retailing interests, HSN also 
owns 12 TV stations and has 
interests in 13 more. 

Although the parts do not 
yet add up to a national 
network, it takes Mr DUler a 
substantia] step towards his 
declared goal of building 
one. For Universal, in the 
words of Edgar Bronfman Jr, 
Seagram chief executive:- the 
alliance “lays the 
groundwork for achieving 
the kind of major position in 
television that Universal 
must bave to survive.,. in 
this increasingly 
vertically-integrated world.” 

The deal, he might have 
added, opened up.optjons for 
Seagram's Universal 
entertainment business at a 
time when the simplistic 
distinctions between the 
segments of the US 
television industry are fast 
losing their relevance. 

Convergence, the 
buzz-term commonly applied 
to the expected melding of 
TV and computer-based 


EAST EUROPE • by Kevin Done, East Europe Correspondent 


Full of eastern promise 


Competition is 
fierce in a region 
packed with 
people and 
potential revenue 

The prospect of strong 
growth in advertising expen- 
ditures is attracting increas- 
ing interest in east Europe 
from western media groups 
keen to gain a foothold in 
commercial television in the 
region. 

The battle for market 
share has intensified this 
year with the long-awaited 
public tender for two terres- 
trial national commercial 
television franchises in Hun- 
gary developing Into an 
unseemly legal brawl. 

Central European jtfedia 
Enterprises, the pioneer of 
private commercial televi- 
sion in the region, suffered 
its first big setback, when 
the Hungarian authorities 
awarded the concessions to 
two consortia led by its m ai n 
rivals, CLT-Ufa, Europe's 
Mggest broadcasting and 
entertainment group, in 
vliich Bertelsmann .of Ger- 
nany is the largest share- 
tolder. and Scandinavian 
{roadcasting System, which 
s 22.8 per cent owned by 
Valt Disney. 

CME is seeking to have 
le decision on tbe licence 
wards overturned on the 
rounds that the ORTT. the 
ungarian national radio 
id television commission, 
legally breached its own 
nder rules. 

While the legal process 
inds slowly through the 
urts the battle for Hunga- 
's television viewers has 
en joined in earnest.- 
After a shaky start, the 
nning consortia have now 
inched their new chan- 
ls. And they have been 
aed in the fray by CME 
elf which has bought a 
all. private broadcaster. 
3. in an effort to develop 
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an outlet for all the expen- 
sive programming and facili- 
ties that it had prepared in 
expectation of winning a 
national franchise. 

The Hungarian licences 
won by CLT-Ufa and SBS 
will allow the groups to 
make significant advances In 
central Europe, where, they 
had hitherto lagged' behind 
CME, which is already estab- 
lished in the Czech Republic, 
Slovakia, Slovenia, Romania, 
Ukraine and Poland. 

CLT-Ufa, which currently 
bas interests in 19 television 
stations in seven European 
countries mostly operating 
under the RTL brand, bad 
failed in earlier tenders 
against CME, most notably 
In the Czech Republic in tbe 
early 1990s. 

It established its first foot- 
hold in the region last 
December with the launch in 
Poland of RTL7, a commer- 
cial channel available over 
cable and satellite. “ -- 

SBS, which owns and oper- 
ates television' stations 
broadcasting into Sweden, 
Denmark, Norway, Belgium 
and the Netherlands, has its 
only toe-hold in tbe region in 
Slovenia, where it Is locked 


in another legal battle with 
CME over control of Kauai 
A, a small, private commer- 
cial station. 

The competing western 
television groups believe 
that advertising expendi- 
tures in central and east 
Europe will continue to 
Increase rapidly, as the dif- 
ferent countries develop 
market-based economies and 
competition increases for 
goods and services. In the 
Czech Republic, -for example, 
television advertising expen- 
ditures rose from $6m in 1991 
to £L65m last year. 

In Hungary itself the tele- 
vision advertising market is 
estimated to have grown by 
around 18 per cent last year 
to 1 188m. Expenditure In the 
country is significantly 
higher than the average for 
the region but is still low 
compared with west Europe. 

Intense competition could 
push rates down, to the ben- 
efit of the big advertisers led 
by the multinationals in sec- 
tors such as detergents and 
cosmetics, cars, beverages 
and confectionery. 

Despite a slow-down in the 
rate of growth this year in 
east Europe, with the Czech 


Republic. Bulgaria and 
Romania all experiencing 
setbacks, the European Bank 
for Reconstruction and 
Development forecasts a 
recovery next year with 
growth in gross domestic 
product in east Europe 
(excluding the former Soviet 
Union) erf 4 per cent in 1998 
compared with 3.1 per cent 
in 1997. 

CME remains the group 
best placed to benefit from 
higher growth having stolen 
a march over its rivals by 
moving early into the region. 

- It has shown in the Czech 
Republic through its success 
with Nova TV, which was 
launched in February. 1994, 
that commercial television 
in tbe region can bring high 
financial rewards. It claims 
that Nova TV currently 
holds a 52 per cent audience 
share and a 70 per cent share 
of the advertising market in 
the Czech Republic. 

It is not a one-way bet, 
however CME stumbled 
badly in Germany, where Its 
entry into regional television 
has brought heavy losses 
with a charge against earn- 
ings in the first nine months 
this year totalling 526.3m. 
including' a J20.7m write- 
down following the collapse 
of its Berlin station. * 

CME says, that its stations, 
in which it has varying lev- 
els of control alongside local 
partners, can now reach 
more than 110m potential 
viewers across eight central 
and east European countries. 

fn the first nine months 
this year, with most of its 
stations still in the costly 
start-up phase, the group 
made a net loss of $6G.6m. 

As it waits for the pay- 
back on its investments, the 
group, which is quoted on 
the Nasdaq stock, exchange 
in New York, needs the deep 
pockets provided by Its con- 
trolling shareholder, Ronald 
Lauder, one of the heirs to 
the Bstee Lauder cosmetics 
fortune- 


media, bas already occurred 
between cable and networks. 
The integrated concerns 
which own the top broadcast 
operators also control much 
of tbe overall industry's 
programme production 
capacity as well as the 
best-known cable channels. 

In tbe past year, CBS has 
bought The Nashville 
Network and Country Music 
Television. Fox has scooped 
up the Family Channel to 
add to its homegrown fX, 
Fox News and Fox Movies. 
Disney, owner of ABC owns, 
or has interests in, eight 
cable channels. General 
Electric's NBC. which runs a 
similar stable, has gone even 
further down the path to 
hybridisation with its joint 
venture in the MSNBC 
interactive news service 
with Microsoft. 

In such an environment, 
the prospects for Paxson 
Communications' plan to 
open an old-fashioned basic 
entertainment network may 
appear bleak. Founder Bud 
Paxson is an old-style 
entrepreneur in a world 
dominated by corporations 
but he can count his 
nimbleness among his 


From a standing start in 
January 1995 he has bought 
almost 60 local broadcast 
stations - most of which 
currently sell air-time to 
infomercial producers. 

Disposing of its radio 
assets this summer, tbe 
company freed $690m to buy 
more TV assets and 
purchase entertainment 
programming for the launch 
of a national network next 
spring, when Mr Paxson 
alms to have extended his 
reach to 70 per emit of the 
nation's living rooms. 

His ambition is to depart 
tbe world of infomercials - a 
sector with annual revenues 
of about $2bn - and join the 
big leagues where the 
networks fight over 
advertising budgets now 
valued at $14bn a year and 
growing at more than 5 per 
cent annually. 

Despite the inexorable 
erosion of their prime time 
vrewershlp ratings by cable 
and satellite, the networks 
are expected to continue to 
prosper simply because they 



Sport and television were made for each other. TV attracts large numbers of loyal viewers and defivers 
the core audiences that advertisers want - men wfth money. Competition among broadcasters tor TV 
rights fo leading events is likely to intensify in the coming years as (Sgifal television and pay-per-view 
become features of viewers' everyday fives. meom 


remain unchallenged as the 
principal route for 
mass-market advertisers to 
reacb the bulk of tbe 
demographic groups with 
the biggest discretionary 
sp ending budgets. 

In the four years to the 
end of 1996. networks' share 
of the national prime-time 
audience fell five percentage 
points to 60 per cent, while 
advertising revenues grew at 
an annual compound rate of 
more than 7 per cent, 
according to Veronis. Suhler, 
the specialist investment 
b ank. 

.“As long as the networks 
continue to pursue a rela- 
tively young demographic 
profile, their household rat- 
ings are almost sure to 
decline as the percentage of 
the population accounted for 


by younger viewers falls 
over the next five years," the 
bank said in a recent study. 

On the other band, it 
added, the continued erosion 
would have little effect an 
their ability to attract adver- 
tising. 

Cable, mainly responsible 
for the fragmentation of tbe 
TV audience, has generated 
dozens of smaller, speci- 
alised viewer groups - in a 
fashion similar to the evolu- 
tion of special interest maga- 
zines in the printed media. 
This has allowed advertisers 
to exploit more precisely-tar- 
geted audiences watching 
channels dedicated to pas- 
times or interests ranging 
from pop music to golf, 'cook- 
ing and even history. 

As Veronis, Suhler noted, 
fragmentation of the video 


entertainment market has 
increased the range of 
"tools" available to advertis- 
ers, while the country's eco- 
nomic well-being has 
increased the rewards of 
product promotion. 

Since there are few signs 
of economic reversal, the 
bank sees no reason to sug- 
gest any negative effects on 
the networks' prospects of 
an expected decline over the 
next five years of 2m in tbe 
number of households 
reached. 

Helped along by events, 
such as the winter and sum- 
mer Olympics in 1998 and 
2000. with political cam- 
paigning contributing more 
for tbe millenial presidential 
election, network TV adver- 
tising spending is likely to 
exceed $l7bn by 2001. 
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THEY DELIVER TV, 
RADIO AND MULTIMEDIA. 



Picture of the ASTRA satellites seen through a 14 inches Schmit-Cassegrain telescope. 


THE ASTRA SATELLITES 

AT 19.2 - EAST 

The world’s first system co-locating six satellites at one orbital position. 
Broadcasting hundreds of analogue or digital TV and radio channels as well as new 
media services, receivable on a small, single-feed fixed dish. 
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Yamaichi’s 



down yen 


MARKETS REPORT 


By Simon Kuper 

The yen fen yestertay as the 
collapse of Yamaichi. 
Japan's fourth largest' bro- 
ker, raised fears that other 
Japanese financial Institu- 
tions would fail too. 

But trading was subdued 
because the Tokyo market 
was closed for a holiday. 
Foreign exchange traders 
will watch the N&kei stock 

index today to see how sharp 
is its expected fall Robin 
Asp tna.il. chief economist at 
National Australia Rank In 
London, said; “There's a col- 
lective global holding of 
breath." The Japanese 
authorities had deliberately 
scheduled Yamaichi ‘s col- 
lapse for a long weekend, he 
said, in order to give then- 
selves more time to act. 

The government has 
it will bail out the .bank’s 
depositors. The market is 
waiting for Tokyo to 
announce measures, particu- 


larly any that email spend- 
ing public funds. Bttt-Robart 
Lynch, currency strategist at 
Paribas Capital Markets in 
New York, noted “a justifi- 
able skepticism in the mar- 
ket" that Japan would 
up with strong t h err utps 

The xnarket also ; wants 
more detail about the senp e 
of Yamaichi *s problems. 
Ryutaro Hashimoto. Japa- 
nese prime Tnlntefojr , wwM the 
bank's assets still exceed its 
debts. But. Carl Weinberg, 
chief economist at High Fre- 
quency Economics in New 
York, asked: “If that’s the 
case, then why the heck did 
they fold?" 

The dollar rose Y0.9 
against the yen to close in 
London at Y226.7. It contin- 
ued to face strong resistance 
at Y127.5, Its high - for - the 

■ tad tw Nm Yoffc. 


year against the yen. It was 
also held back by fears that 
Yamaichi’s problems could 
spark a renewed fall in 
global stock markets. 

The D-Mark rose more 
sharply against the <-yen, 
gaining Yi.05 to Y73.02. 
Against the dollar, the 
D-Mark rose L3 pfennigs to 
DM1.735. • 

■ The South Korean won 
dropped on the view that the. 
country was requesting too 
small a rescue package from 
the International Monetary 

Fund. The market felt that 
the sought-after $20bn in 
IMF . stand-by loans would 
not solve . Korea's , debt refi- 
nancing crisis. Full-scale 
talks between the country 
and the IMF begin next 
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The Korean government 
yesterday ordered 12 mer- 
chant to sell their for- 
eign exchange assets, saying 
they bad" serious liquidity 
problems. The yen’s prob- 
lems also hurt the won. The 


Korean currency was at 
1,080 to the dollar in late US 
trading yesterday, down 
almost 3 per cent from Fri- 
day. Korean interest rates 
hit a .five-year high of 16.05 
per cent. 

The Indian rupee was 
heavily attacked again, as an 
election came to look almost 
Inevitable after a row 
between the minority United 
Front government and the 


Congress Party. The rupee, 
which has fallen far less 
than most Asian currencies 
so far this year, was trading 
at 37.97 to the dollar late yes- 
terday. after the Reserve 
Bank of India intervened. 

■ The worse things get for 
Japan, the higher the yen 
could go. says Mr Weinberg. 

He and other currency 
strategists say that Japanese 
institutions may have to sell 
.some of their overseas assets 
in order to raise cash. A 
senior ministry of finance 
•official hinted yesterday that 
the government might follow 
the same path: It was ready 
to use its $225bn in foreign 
currency holdings to support 
Japanese banks, he said. 
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Yasuo Matsushita, governor 
of the B ank or Japan, 
appeared to suggest the 
same thing. Any sales of for- 
eign assets could cause vast 
inflows into yen, reversing 
yesterday’s fall in the cur- 
rency. which Mr Weinberg 
said was mainly due to sales 
by foreign investors. 

However. Mr Lynch said 
that Japanese banking prob- 
lems earlier this year did not 
seem to have prompted 
much repatriation of capital. 
He forecast that any repatra- 
tiation now would be 
dwarfed by money fleeing 
Japanese asset markets. 

■ Eddie George, governor of 
the Bank of England, admit- 
ted yesterday that “there’s 
not a lot we can do" about 
the strong pound. Interest 
rate cuts could prompt run- 
away inflation. “I don’t 
think the exchange rate is at 
a level which can be sus- 
tained,’* he said. "We have to 
grit our teeth and it will go. 
but it will take some time.” 
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CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES . 
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The Financial Times plans to publish a Survey on 

Charity Fund 
Investment 

on Wednesday February 27 


For more information, please contact: 
Alan Cunningham 
Tel: +44 171 873 3206 
Fax: +44 171 873 4296 
or your usual Financial Times representative 


FT Surveys 


The Randfontein Estates Gold Mining Company, 
Wrtwalersrand, limited 

Ilmarp n cMrd in the RrpuMk at South AJnrat 
fRqcnraK+l number ffl It'd I rtbi 
t'lteodlantcio') 

RESULTS OF GENERAL MEETING 

Standard Corporate and Merchant Bank is authorised to announce 
dial at ihe general meeting of Randfonrcin shareholders held on 
Monday; 24 November 1997, one hundred per cent of shareholders 
present toted in favour of the ordinary- resolutions necessary to effect 
the acquisition by Randfomein of the Nonit Division of Western 
Areas Gold Mining Company Limited. 

Johannesburg 
25 November 1997 


FOeDNOTOKCXHXT COMPANY 

LI.S. 8400.000,000 

Resting Rate N otm DueAugust 1996 

In accordtncs nrUt tfn tertm awl 
mndWans gf the Noe*, m, interest 
an tor the period 2te NawitoK H97 
to 28h FdbruMY. 1998 Ins been toted ■ 
8.125* per anoum. The in f f t pay- 
able on 20th Una« 1998 wB be 
U 6 51XB5ZT77 per U2. 51,000 nernind 
Agmt Bank and 
Prirerpal Paying Agere 

$«3 R0YM. BANK 
OF CANADA 



‘"Donation Day” 

26.11.1997 

Sptitz AG 

donates da&y profit 

WE AfSE PLEASED TO ANNOUNCE 
THAT THE TOTAL UAILV PROFIT 
DEKTVm FROM OUR TRADING OK 

Noi-EMBSt 26 th 1997 

Wni BE DONATED TO 
CHILDREN'S CHARITIES JN BOTH 
Looon and FRanwurt. 

AT THIS SPECIAL TIME OP YEAR. 
WE HOPE THAT ALL OUR CUSTOMERS 
WILL ACTIVELY SUPPORT US. 

AND WE WOULD LIKE TO 
TAKE 1H5 OPPORTUNITY 
TO WISH TOU AIL A 

very Merry Christmas 
and a Happy New Year. 

fi p iltt 4kt l rmgM»nB«hBft 


Credit Ratings 

INTERNATIONAL 

A unique quarterly source ef reference from FT 
Financial PubGshbig, essential to all players in (he 
inter nation al credit markets — borrowers, investors and 
intermediaries dEke. 

FT-Crc&l Xatmgt late matinnal provides the only comparative 
listing of the credit ratings assigned to around 16000 
utawatioon! borrowers by the world’s letting rating agencies: 

• C an adi an Bond Rating Service •Dominion Bond Rating Service 
•Dnff& Pbelps reFucfa Investors Services SIBCA 
•Japan Bond Research Institute •Japan Credit Radiy Agency 
• Moody's Inveaots Service *Ntppon Investors Service 
•Standard & fttor’s *S&P - ADEP •Thomson BankWuch 

In addi ti on multiple wrings of individual issuen arc aggregated 
into the unique FT-CRJ Composite Index. 
flic ratings arc presented in an casy-to-scaa tabular format, with 
the agency names repealed on every spread and the bonowm 
naming down each page in alphabetical Older. 

A directory of the agencies, their rating scales and criteria is also 
included in each edition. 

Every three months, sub s cribers receive ihe complete lia of 
taxings, cumulatively updated, m a 660 page bound book. 

FT-Credit Ratings International is indispensable to: 

■ Investors - fund managers and financial analyse, 
tending officers at commercial banks, heads of corporate 
and sovereign tending. 

■ Borrowers - treasurers., finance directors and other senior 
personnel at issuing corporations, sovereign debt issuers. 

■ Intennerfiarfes — mad am and investment banls, securities 
bouses, broken, imr fcrtr oakcTS and syndication managers. 


Fer farther i n for mation contact: 

Mo d e l in g Department. FT Fiaaadat PaUtUmg, 
Mepk Rome, 149 Tottenham Court Bead, 
London VUF9LL, UK. 

Tel: *4419)171896 2316 
Fax: *44 (0)171 8962319 


FT 
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Banque Sofinco 

FF lOQOmOOO Floating Rate 
Three Month PBOR Notes due 1999 

in accordance wtih the Terms and Conditions of the Notes, 
notice is hereby given that for the Interest Period from No- 
vember 24, 1997 to February 24, 1998 The Notes will carry 
an Interest Rate of 3.7175% per annum 

Tha Coupon Amount payable on the relevant Interesi Payment 
Dale. February 24, 1998 will be FF 95.00 per 
FF 10,000 principal amount — . _ , 
of Note and FF 350.03 per /£I>\ 

FF 100.000 printipa! [P7[Jh Kredkrtbank 

amount of Norn. yLkJLLJl Luxembourg 


Wato of la tares* gajg 
TbtttoBoUees of 

The United Mexican States 

Collateralized Floating Rate Bonds Doe 2019 

NOTICE IB HERB3Y GIVEN thai Ibn biieran rum m r urln g ten taUnrol prrtod 
run Noseretar 18. lBSTtoMsy 16 1986 are detailed twknr 

Jntareat 

gjwea Deal-"» rir -i Rato Intowert Agjffltgl Panaent Dug 

USD teBcmm Sn+aa C 0.71078 p*. I>JL 9S.70 UH1 Vm USD I «to U»f 10. itoa 

curnuuuMH 4n7»m.pji. cai< fw can j ,m «. im 


Noranbor iB. 1 BBT 


WfflAW W A.. Aprnt 
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COMMODITIES AND AGRICULTURE 


Oil traders wait for new Iraq deal 


markets report 


By Gary Mead 
and Kenneth Gooding 

The world's crude oil markets 
yesterday lived through the first of 
what promises to be several skit- 
tish days -during the meeting in 
Jakarta of the Organisation of 
Petroleum Exporting Countries. 

“Everyone in the market is refer- 
ring to Friday as ‘D-Day 1 . We’re all 
waiting to see what the new deal 
with Iraq win be." said one trader. 
Saudi Arabia, the world's biggest 

exude oil exporter, has signalled it 

wants to see Opec - which in 1996 
produced 40.5 per cent of global 
crude oil - raise its self-imposed 
quota limits from 25.03m barrels a 
day by about 2m barrels. 


This would do no more than 
sanction the currant actual posi- 
tion; in September, total Opec pro- 
duction is estimated to have been 
28m barrels. 

“The impact on prices of increas- 
ing Opec quotas by that amount 
would uot be that big - it’s already 
part of market perception,” one 
trader said yesterday. 

“The big problem is Iraq. If the 
United Nations permits increased 
Iraqi oil sales from the current 
$2bn every six months to $3bn or 
even $4bn, the effect will be very 
different and could drop prices by a 
couple of dollars a barrel." * 

The UN-brokered deal under 
which Iraq is permitted to export 
crude ofl in exchange for food and 
medicine expires on December 6. 
The markets expect to learn by 


how much the UN is prepared lraq 
to increase Its exports - which are 
by value, not volume - on Friday. 
Were the new deal to double Iraqi 
exports; it could mean an addi- 
tional 670,000 b/d flowing from 
Iraqi wells. 

In this uncertain context crude 
oil fixtures marked time yesterday 
on both the New York Mercantile 
Exchange and London's Interna- 
tional Petroleum Exchange. 

Hie December crude oil contract- 
on Nymex was 6 cents higher, at 
$19.82 a barrel, while on the PE 
Brent crude for December delivery 
was 10 cents firmer, at $19.05 a 
barrel. 

On the London Metal Exchange 
prices eased as traders took precau- 
tions to cover their positions before 
Japanese trading re-starts today - 


after the collapse of Yam&ichi 
Securities and yesterday’s -public 
holiday. 

Copper was not helped by a 
report in China Metals that the 
Chinese would be net exporters of 
the metal this year and possibly 
even in 1996. 

The start of a strike at the Neves 
Corvo mine in Portugal, which is 
Europe’s biggest copper mine, had 
no impact as it bad been expected 
and the company . said it had 
enough copper to cover its 
contracts. . 

Gold's price in London lost $1 to 
close at US$304.15 an ounce after 
Eddie George, governor of the 
Bank of England, told the Euro- 
pean parliament’s monetary affairs 
sub-committee that he would be 
surprised if the European central 


bank held large stocks of the pre- 
docs metal- Mr George explained; 
“Whereas gold used to be seen [by 
central banks as a good asset] it is 
now seen as the bottom of the 
pile.” 

On the London- International 
Financial Futures Exchange, the 
entrenched bearish mood sur- 
rounding cocoa deepened, with the 
March future falling to £1*012 a 
tonne - its lowest since May - 
before recovering to dose £3 down, 
at £LQZ1 a tonne. Traders said' that 
the £960 a tonne level may soon be 
seen. 

Coffee was also ignored by 
investment fimds, with their atten- 
tion diverted to persisting Asian 
fmahofai crises. The January con- 
tract ended $6 weaker at $1,584 a 
tonne. 


Japan rethinks rice policy 

Inflated rice reserves have forced a policy shift from price 
support towards direct help for farmers, writes Bethan Hutton 


F our years after a rice 
crop failure forced 
Japan to import its 
staple food, a domestic rice 
glut is causing a rethink of 
government policy. 

A series of good harvests 
over the past few years has 
inflated government rice 
reserves to about 4m tons, 
more than double the official 
target level of L5m tons. The 
cost of storing the massive 
stockpile has led to calls for 
extra budget allocations to 
keep the rice from deterior- 
ating. 

Although excess supply 
has led to slight falls in 
supermarket prices, on aver- 
age, retail rice prices remain 
outrageously high by world 
standards. 

Policy measures have been 
based on the premise that 
rice prices must not. be 
allowed to fall too far. That 
is because Japanese farmers 
have traditionally had dis- 
proportionate political influ- 
ence, and even after some 
electoral changes that is still 
the case. 

. However, the current glut 
may finally be forcing a pol- 
icy shift away from guvem- 


\ 

ment support of rice prices 
towards direct help for 
formers. 

Japan's ruling coalition 
last week proposed to spend 
YGlObn ($4.S4bn) over the 
next two years to cushion 
formers’ incomes from foil- 
ing rice prices, and encour- 
age farmers to take more 
land out of rice production. 

Eventually, the plan is to 
set up a form income insur- 
ance scheme, with contribu- 
tions from fanners as well as 
the public purse, to carry 
out the same function over 
the long term. 

Rice acreage has already 
been cut substantially. 
About 30 per cent of paddies, 
or 680,000 hectares, are now 
lying follow, but in a good 
year that still allows for 
overproduction. The govern- 
ment now wants formers to 
refrain from planting rice in 
an additional 170,000 hect- 
ares for the next two years, 
in return for around Y230bn 
of cmnppn^atinn 

The income support 
scheme is expected to reim- 
burse formers far about 80 
per cent of the gap between 
the market price for rice. 


and the government-calcu- 
lated “standard price". This 
will then allow the govern- 
ment to cut the price it pays 
to more realistic levels. 

Government control of the 
rice market has loosened 
considerably since a new 
food law was passed in 1995 
- partly as a result of for- 
eign pressure - but a high 
proportion of the crop is still 
bought and resold through 
government agencies. 

. A t least non-govern- 

Z\ ment rice is now 
X A. termed “free mar- 
ket” rather than “black mar- 
ket". but the official Rice 
Price Council still advises 
the government on how 
much it should pay for the 
following year’s crop with 
little regard for domestic or 
world market prices. 

The small price cuts it has 
recommended for the past 
few years are a poor, reflec- 
tion of the supply-demand 
ratio, but sensitivity on the 
issue Is so great that realis- 
tic cuts would not be toler- 
ated by the form lobby. 

Farmers are also agitated 
by the fact that part of the 


current stockpile Is com- 
posed of foreign rice - 
mainly from the US, Austra- 
lia and Thailand - imported 

Under the Trrinirairm aC C6 8S 

quotas agreed in the Uru- 
guay round of GatL 

Japanese consumer resis- 
tance means the only buyers 
for imported rice tend to be 
producers of ride cakes and 
other processed foods, while 
some rice has also been re- 
exported as overseas aid, 
p rarnp +in g protests from tfrft 
original exporter countries. 

This week the government 
said 290,000 tons of surplus 
imparted rice would be pro- 
cessed for animal feed OT 
given as overseas aid. But as 
it has promised to increase 
exports by X fixed amount 
each year until 2000, it stni 
has to import around 600,000 
tons of foreign rice this year. 

As part of its Uruguay 
round commitment, Japan 
agreed to start negotiations 
in 2000 on replacing mini- 
mum access quotas with tar- 
iffs on imported rice. The 
domestic glut, and slow sales 
of imported rice, may sow 
encourage it to bring those 
negotiations forward. 



About 680,000 hectares of paddies are now lying follow 


Tea prices 

underpinned 
by shortages 


By Kami Bose in Calcutta 

The price of tea is still rising 
sharply, at auctions on 
strong support from the 
leading tea packers and 
trade buyers. ■ 

Traders say that a rise in 
production in Tndfo and Sri 
i jiTiim will not compensate 
for crop shortfalls in Kenya. 

am i china - and 
are expecting that there will 
be hardly any tea in the 
■pipeline by the start of the 

1998 seaso n . 

Tea prices have advanced 
25 per cent overall since the 
start of the current season. 
Prices of both CTC. (crush, 
tear and curl) orthodox, 
or whole leaf, teas have 
risen. CTC tea sets the auc- 
tion price trend. 

. P. K. Sen,, chairman of 
J. Thomas, the world's larg- 
est tea broking firm, said he 
was confident that “the tea 
market will remain 
extremely . bullish until at 
least the end of the second 
quarter of 1998. 

"Besides the setback in 
crop In .some tea growing 
centres in the current sea- 
son! the rising imports by 
Russia and China will drive 
the prices further up,” he' 
said. 

V^jay Dudeja. chairman of 
broking firm Paramount 
Tea, said the next season 
would open with an average 
CTC price of RslOO ($2.63) 
against the current price of 
fts75 a kilogramme. “Tea is 
for from meeting technical 
resistance.” he said. “It 
remains the cheapest bever- 
age and is seen as a health 
drink” 

By the end of September 
the Indian crop was up 
24.4m kg at 589.1m kg. 

“Except for the hills in 
Darjeeling, where production 
was . down 794.000 kg to 
7.98m kg, every other tea- 
growing centre in the coun- 
try harvested a bigger crop 


in the first nine months of 
1997,” said the India lea 
Association. “Even though 
the winter is setting m 
in Assam and West Bwigal. 
we expect India to end the 
current season with a crop 
of around 800m kg compared 
with 780mkg last time. 

Mr Sen said the singe In 
Indian tea prices was lea 
largely by exports. “Russia 
is very active at the auction 
centres,” he said. “Some 
other constituents of 
Commonwealth of Indepen- 
dent States have stepped up 
imports from here. We are 
exporting a lot more tea to 
Poland this season. There 
are also good buying 
enquiries from the UK. 
Egypt. South Africa and 
Sudan.” 

In the first nine months, 
the Kenyan crop was down 
37m kg to 152.3m kg. the 
result of a severe drought 
which lasted lasting until 
June. The September crop or 
22.2m kg was, however, up 
2.4m kg. According to indus- 
try officials, the drought 
damaged the bushes in some 
tea growing centres of 
Kenya and these will require 
careful tending to become 
productive again. 

The rise in Indian export 
of CTC tea is to a large 
extent the result of the short 
crop in Kenya, which pro- 
duces only CTC tea and sells 
almost all its output in the 
world market 

Sri Lanka, the largest pro- 
ducer of orthodox tea. was 
11.3m kg ahead at 199.6m kg 
by the end of September. 

“The world demand for 
orthodox tea is growing,” Mr 
Dudeja said. 

"Some Indian groups are 
raising the production of 
orthodox variety, which 
commands a substantial pre- 
mium over CTC. But as 
India steps up the produc- 
tion of orthodox tea. the 
shortage of CTC will rise.” 
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COMMODITIES PRICES 


BASE METALS 

LONDON METAL EXCHANGE 

(Price* from A ma l gamat ed Mated Trwfing) 

■ ALUMINIUM. 88.7 PURITY ($ par tonne) 


Precious Metals continued 

■ QQU3 GOMEX (100 Tioy at; Stray ozj . 


GRAINS AND OIL SEEDS 

■ WHEAT LiFFE (100 tomes: £ par tonne) 


SOFTS 

.■ COCOA UFFE (10 tonnes; SAome) 



Cater 

. 3 tilths 

Close 

1585-86 

1612-13 

Previous 

1601-2 

16275-8.0 

HlgMow 


161571601 

AM Official 

1574.5-755 

1604-045 

Karts dose 


1602-03 

Open InL 

252,436 


Total tlafly turnover 

12T27S 


■ ALUMINIUM ALLOY (S per tome) 

dose 

1450-65 

1482-65 

Previous 

1480-70 

-1470-80 

Hlgh/low 


148871455 

AM Official 

1453-55 

1464.5-65 

Kerta close 


1465-57 

Open InL 

8241 


Total dally Miwver 

2286 


■ LEAD (S per tome) 


dose 

5485-605 

567-68 

PrevtauG 

550-51 

567-8 

WbMow 


569/568 

AM Official 

547-8 

565-55 

Kerb dose 


506-67 

Open mt 

32.479 


Trite riaiy tunower 

8.507 


M NICKEL (S per tonne) 


Close 

6205-10 . 

6295-300 

Previous 

6175-80 

6266-70 

Hghflow 


63506250 

AM Official 

81 70-80 

6285-70 

Kerb doee 


6275-80 

Open bit 

59.103 


Trial ttaly turnover 

19271 


M TOf (5 per tonne) 



Close 

5690-95 

5650-55 

Previous 

5680-90 

5650-55 

rtghriow 


5680/5625 

AM Offldte 

5685-75 

5630-35 

Kerb ctose 


5655-GO 

Open W. 

14,5*2 


Total daBy turnover 

2.946 


M ZMC, spedri Mgh grade (S per tome} 



Sett 

Dafe 



: °F“-. 


Sett 

Of* 


• .Open: 


'.>tet 

Pf* 



' Opm 

, • 


price cbeage Mgh 

Ibbi 

Vte fat - 


Item 

teaege Ugh 

Lara 

Vel U' 


priee 1 

Amge 

«*b 

Lora. 

Vel hu 

■ 

Mr 

303.7 

-15 

_ 

_ 

_ « 

Nm . 

8050 

-05 80.00 

8050 

8 16 

Bee 

996 

.-4 

999 

987 2557 37707 

Dee 

Dm 

3019 

-25 

307.1 

303.4 40541 52579 

Jm 

8235 

+0.15 82.70 

8225- 

19 Z1S2 • 

Mar 

1021 

-3 

1025 

1012 2505 5B50Z 

Fab 

Feb 

3055 

-25 

308.1 

3045 21509 68558 

Mer 

84.40 

+020 84.75 

8450 

78 2571 

urn 

1041 

-3 

1044 

1034 

457 23,753 

Apr 

Apr 

3075 

-15 

3105 

3065 

434 10502 

Map 

8640 

+0.16 8075 

8040 

31 '2588 

Jte 

1060 

-1 

1063 

10S2 

703 10581 

Jm 

Jm 

3092 

-15 

3122 

3085 

208 11593 

Jte 

8850 

+825 80S) 

8850 

15 - 225 

sw 

1077. 

-Z 

1080 

.1870 

274 19597 

m 

Aag 

311.4 

’ -15 

3125 

3125 

17 4568 

sep 

8428 


. - 

- • - 

Dae 

1093 

-2 

. 1095 

1088 

368 21783 

Oct 

Trite 





82507251261 

Trite 




143 7507 

Trite 





75008287 

Trite 


Dec 

34025 

-3.00 34500 33950 

5514 36317 

Dec 

1547 

-6 

153 

1540 

33 

700 

Mar 

38525 

-150 359.00 353.75 

7568 46.467 

Mar ' 

1574 

-8 

1588 

1570 4554 *7528 


36425 

-050 3875036275 

1,755 85*3 

■8 

1602 

-7 

1615 

1600 

558 18,133 

Jte 

36950 

-025 37150 36750 

833 18588 - 

- Jte 

1625 

-7 

1636 

1622 

222 

4544 

*P 

37550 

+350 37500 37500 

26 303 

*P 

1843 

-7 

1641 

1840 

497 

5565 

Dec 

38350 

+150 38550 38250 

43 3300 

Dec 

1663 

-6 

1664 

1661 

91 

9578 

Trite 



185U 182586 

Trite 





5578 96352 


■ PtATMUM NYMEX (50 Troy ccz^ S/tray oz.) ■ WIWAT C8T fiOOObu rntyoarta/BUb buahefl ■ COCOA CSCE (10 tnmee; ttanw) 

Jm 386-5 -25 388.0 38S.I 1,325 10968 

Apr 3827 ' -A5 385.0 3825 78 1 ,959 

Jul 3797 -25 3820 3320 7 88 

Total U86 1%405 

■ PALLADIUM NYMEX (100 Troy qe; Sftroy ozj 

Dee 20650 -435 2U730 20630 560 1530 

Nv 20550 -4.15 20625 204.75 448 2548 

Jm 2 0150 -4.15 20625 20625 - 117 

SOP 19850 -4.15 2 

Total 1JOB 4387 

■ SILVER Q0*C((5J00 Troy OfciCanhffipytg) 

Nov 5375 -27 5350 531.0 24 15 

Dee 5375 -45 5465 534.0 49579 29568 

JM 540.0 -45 5505 539.0 1 33 

Mar 5444 -42 5535 541.0 25579 52728 

Mar 5485 -4.0 5554 5440 427 4576 

JM 5482 -42 5590 54S.0 510 4566 

Total 78,107183503 


■mZI 

Mr-. 


,1225.0 


■ MAI2E C8T {5400 bu min; cents/Bflto bUBheQ H COCOA QCCO) (SDR'a/tama) 

Dee ‘ 27325 -225 27650 271.75 33,436101545 
Mar 28225 -1.75 28650 280.75 21281 148311 
Ml 287.75 -1.75 29050 286.75 3,141 37514 

JM 29125 -2.00 28425 28000 3497 50544 

&M 285 75 -0.50 2B725 28540 182 4558 

Itee 285.75 -050 287.00 20540 1238 30,324 

TOW 83292 375,784 

■ BARLEY UFFE (100 tonnes: £ par tonne) 


S*i dvj 

123644 


■ COffg LIFFE (5 tonnes: Sftnme) 


ENERGY 

■ CBUPE on. NYMEX (1,000 barrels- S/faarof) 

Utael Day’s Open 

pries donga Hgb Low Vat ini 
JM 19.78 4042 1844 1943 41.497 118k 

R* 19.91 40.01 1096 1940 22.518 48,461 

Mar 1949 *002 2044 19.B7 8,653 29553 

ftp r 2002 4042 2005 1947 4527 18568 

May 2040 4041 20.05 1945 1,130 17,950 

Jm 19.98 >002 2040 1993 1429 2S559 

Tefal 107,703386531 

M CRUDE OIL FE(S/beneO 


Jm 7040 -O10 76.40 76.40 434 1531 

Mar 7855 - 7855 7855 435 557 

May 8050 23 

Sep 8245 B 

Total 8BB 15* 

m SOYABEANS CBT ROOCta ertuBOta iMbM 

Jm 711.75 4025 71445 705.75 24585 54513 

Mar 71978 +340 7177S 71040 4412 27426 

May 72075 +440 72150 71540 1279 20,303 

Jte 72350 4450 72440 71750 3590 21522 

Aag 71745 +355 71750 71440 302 1.633 

Sap 896.00 +350 2 50 

TOW 3852314)504 

■ SOYABEAN OH. CBT (OOuDOOfeK centa/lb) 


Bee 

1587 

-3 

1590 

1560 81 583 

Jm 

1582 

-8 

1600 

1575 1.13 16505 

Mar 

1582 

-8 

1600 

1575 684 12250 

Mffil 

1582 

-7 

1590 

1580 86 3278 

Jte 

1582 

-8 

1580 

1580 25 1557 

fop 

Trite 

15B7 

-8 

“ 

- 420 

2531 35,140 

M COFT^ *<r CSCE (37,500**; cerrts/tos) - 


Ctoae 

119D-81 

1215-15.5 

Previous 

11905-1.5 

1212iA5 

HlghAow 


1127/1205 

AM Official 

1181-01.5 

1205-07 

Karp ctoae 


1207-08 

Open InL 

85.416 


Trite daily former 

20.429 


■ COPPER, grrifo A (S per tome) 

Ctom 

1838-39 

1888-67 

Previous 

18533-5.5 

T880-82 

High/low 


1875/1658 

AM Offldte 

1838-5-39_5 

1658-67 

Kertj ctose 


1861-62 

Opril kit 

159.360 


Trial ririy turnover 

79520 




Uteri Oafs 



Opm 


price change Hgh 

Lo« 

Vte M 

Jm 

1688 

- 

1657 

1881 

9.115 75542 

Fab 

1855 

+052 

18.93 

1878 

130* 98507 

Mar 

18J1 

+003 

1855 

1877 

6S0 15.138 


18.76 

+0.03 

18.78 

1873 

272 7X6 

May 

1858 

- 

18.72 

1850 

1570 8513 

dim 

1851 

- 

1B58 

I860 

315 11578 

Trite 





14527 MftiaS 

■ HEATMG (ML NVNBC (42500 U5 rifo. cflJ5 gPkJ 


Dae 

2*55 

-028 

25JQ 

2*J7 

722S 22.428 

Jan 

2525 

-Q.16 

2555 

2551 

7556 42J04 

Mb ar 

2555 

-OT T 

9S9Q 

2552 

8080 27234 

Itoy 

Z5.73 

-013 

2552 

25.45 

1.449 12287 

Jte 

2553 

- 

2555 

25.50 

498 11.136 

A°B 

25.75 

+018 

26.75 

25.70 

132 1588 

Trial 





23568 118473 

■ SOYABEAN MEAL CST (100 torn; S/ton) 


■ LME AM Official E/S ratoe 14946 

U4E Ctoateg E/S ret* 14818 

SMMSSO 3 rite 15832 6 rite 1.S7E 9 a** 1.S6S1 

M HI OH GRADE COPPER (COME* 


Fab 


Apr 


I glad Day* 
prim ebanga Ugh 

5550 4002 5585 
5650 4004 56.55 
5555 +009 5575 
5520 4014 5540 
£3.00 4014 5525 
5440 4019 5440 


Tefal 

■ gas oil n snama 


lam Vte tat 

55 00 18423 2*745 
5585 14312 35663 
5530 4382 18324 
5510 2,488 12382 
5500 503 6355 

5440 799 4372 

<232130,136 


■tar 

950 

- 

- 

- 

~ 

Apr 

1265 

-35 

130-0 12&0 

22 

1587 

May 

1385 

-05 

- - 

— 

22 

Jrai 

1465 

-35 

- _ 

. - 

~ 

Dm 

62.0 

- 

- - 

- 

3 

Total 




21 

1,138 


M ■ FRaQHT (BtFF©Q UFFE (SIQ&idax point) 



Salt 

Of* 



Optet 


price ebaaga Mgb 

Lora 

Vte tot 

lev 

83.50 

-020 

8450 

8350 

359 606 

Dm 

83.70 

-050 

8450 

8130 

9558 21,757 

Jm 

8820 

-025 

84.70 

84.10 

' 88 1507 

Fab 

8450 

-010 

8510 

84.70 

69 1585 

Bbr 

64.75 

-005 

8550 

84.40 

8537 22590 

Apr 

Trial 


+006 

8540 

8500 

41 1AI0 
2052S75M1 



SMI 

Ofa 

Opm 

Bov 

1170 


1170 

USD 

4 

471 


price orange ttgfl LOW 

Vte M 

Dae 

1180 

+15 

1180 

1170 

36 

Z79 

Dae 

17575 

■,1.00 17025 175.00 

5430 25249 

Jm- 

1235 

+27 

1248 

1225 

3« 

889 

Jm 

17455 

+0.75 17500 173.75 

3,725 19718 

AW 

1330 

+20 

1320 

1315 

. 10 

393 

Feb 

17350 

+0:50 174.00 17325 

1,482 15,201 

Jte 

1200 

+15 

1200 

1200 

15 

118 

lira 

17155 

+050 17225 171.75 

484 8,121 

Trite 





54 

20M 

Apr 

169.75 

+050 17000 16950 

99 4595 


Cioce 

for 





May 

16025 

+0.50 16850 1BBJH 

99 2239 

BB 


1180 



- 



ToN 

■ NATURAL GAS PE (IjDOS 


12398 28,708 

pan p* Bom 


PRECIOUS METALS 

■ LONDON BULLION MARKET 

(Prices auppled by N M Rotfgdild) 

GofdfTtoy 02 } $pttoa £ eqiAr SFr equtv 

Qose 304.1000440 

Opening 3054MQ530 

Marino tlx 30150 180481 428.1S8 

Afternoon fix 30540 181047 427547 

Day's High 30540406.10 

Days Low 3034080340 

Previous cfom 30440-305.40 

Loco Ldn Moan QoM Lendhtg Roan (Vs US5) 

1 mo n t h 348 6 morttrs 342 

-341 12 months —.,.—3,90 


Dee 14.440 -0.110 14.480 M.430 275 1A30 

Jm 19.050-50101945015850 100 2700 

Total 710 12336 

■ NATURAL GAS HWEC (10JDQ mrito; S tarttttl 

latest Days 

Lev vot 
2420 65483 32.130 
2450 30437 50,170 
2510 8396 24341 
i«a 15270 
2200 1JX3 10404 

2175 664 5 725 

115881 228483 


0pm 

kt 


Dee 


u 


2690 -0472 2720 
2740-0427 1755 
2590-0407 2600 
2425 +0402 2430 
£260+0410 2265 
2210+04(5 2210 


PULP AND PAPER 

■ PULPEX OMLX (US& 24 air dry tons} 

SMt Day** 0pm 

prim ebanga Mgh Lam W U .' 
Dm 33540 -075 53540 335.00 5 247 

MM 55225 -275 55150 53223 10 385 

Trill 2D 779 

FUTURES DATA 
M Mums data suppSadbrCUS. 


2 months , 

3 months . 


.4.51 


Mr 
Trite 

■ UNLEADED GASOLME 
NYMEX (42000 US grit: qWSgteW 


savor Rx 

pAroy az. 

US cts equiv. 

Spot 


54750 

3 months 

32&GS 

551.00 

6 months 

32855 

55250 

1 year 

33505 

558.10 

Odd Coins 

S pdea 

£ oqutv. 

Ktugenand 

305-308 

180-182 

Maple Leaf 

- 

- 

New Sovereign 

71-74 

42-44 



Lrieat Drafo. 



0pm 


prim tetaagp fflgb 

IM 

W . 1st 

Dm 

5830 

+8M 

5865 

5755 15J17 22.061 

Jan 

5825 

+039 

5890 

57 JO 11377 28402 

M 

5835 

+009 

5870 

5830 

2J11 12350 

Mar 

588S 

*4)04 

59.10 

5BJ0 

1351 7304 

Ara 

8135 

-0.03 

6135 

6135 

2304 7313 

Mag 

60.75 

_ 

61-10 

60.75 

2.121 8313 

Trite 





36323 93368 


Tea fan 7he Tea Brokers’ A sso c iat io n 
Lanrietfc There was good demand (or 
landed teas. Aseanw met Improved eom- 
petttfon wWi prices ftely firm to dew. East 
African came to a s trong nwket and. 
plica landed dearer, pnrticutarty for better 
liquoring Bound Imoica. O f fal mi e. There 
wa good enqriry ri firm rates. Ououtiona 
for Ms aria Landed; best svafiabto 174p; 
good 170pl good tnecteen 180p; mecSum 
150p; low maeflum ,135p. The highest price 
massed thfe week was 174p for a Bunn! 
PFl. 


MEAT AND LIVESTOCK 

M. LIVE CATTLE CWE (gUjOgjK cents *>4 

*tet Bay's- • 

Price Cbange Hgh L*W W ' 

67.775 -MS 68250 67425 9248 
89450-0.125 82700 89290 7453 . 
72850+0475 73450 72 8g 2405 
72850 - 72575 72350 677 
70.750+0.100 . 70400 70400 235 
72400+2400 72475 72350 26 

28444 183422 
■ LEAN HOGS GME (40400fce; carrtsribs) 

Dm 61450 -1200 6Z750 B1SS0 4.144 11,793 

Feb 60400-1275 61.750 80.100 2774 14,098 

Apr 57.625-0450 52450 57550 856 6231 

Jm 65.400-2300 65.750 65.300 179 1788 
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Aim 82100-0200 62200 62W0 8 204. 

Trite 7445 3746Z 
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Fab 52300-2900 57500 56200 859 6.744 

Mar 55400 -2875 5&900 55500 89 1,101 

Mar 56.700-2625 58500 56500 31 474 
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Tttte . -1408 8.746 

LONDON TRADED OPTIONS 
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M WHITE SUGAR UFFE (50 tonnea; SAcrme) 

Mar 3105 +24 3102 30841468 21.884 
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LONDON SPOT MARKETS 

M CRUDE 08. FOB (per berraQ ■ +Or- 
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54200c 


VOLUME DATA 
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£10930. 
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5450p 
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+54 

K 

ffi£10 

Zinc 

-625 

to 

500326 

Tin 

-35 

’ to 

8385 


Cooonul OB (PhB)§ ®i02y 

Prim OB (Mafcry.)§ 530 Uw *52 ; 

$4075 -2.5- 

Soyabaans (US) - ifl5J3z 

Cotton ^iflOGl^A Max 77.10c ' 

Woottops (64s Supra) 399p 

“*a»«*»tese mtei p pecri'g. ccwatefc.' 
W. m IMtajAn 08nta*g.f OertriL z NgteDeann - 
Jyi. T L axfan I CP H o BB imta f Utean awtw 

riea. Qmgcd»mte(.t8a9acianSaPheBdte pigccted. 



CROSSWORD 


No.9,541 Set by ALAUN 
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ACROSS 

1 Hit by a small lorry (6) 

4 He’s mad to have a go and 
shoot (8) 

8 Object to the old penny. 

. pay it out (6) 

10 Before you run, it’s a harm- 
less creature (8) 

12 Given a plot to have a 
school in (8) 

13 Form a union and he's in 
the middle (6) 

15 The one that didn’t get on 
with you (4) 

16 Defect seen anomalously in 
an insect - not naturally 
( 10 ) 

19 Loses one’s backer in 
America 0,7) 

20 Attack only verbally (4) 

23 Doesn’t allow the quintet to 
see new arrangements (8) 

20 It’s in the water, not back 
on board (8) 

27 Street and a road, abbrevi- 
ated as usual (8) 

28 Tough as always, confined 
to quarters (8) 

29 Wonder how long it will 
last? (4.4) 

30 Honks and corses (6) 


DOWN 

1 Put borage perhaps In the 
drink (7) 

2 Again have to foreclose <9) 

8 Do any go into the gorge? 

(6) 

5 Toll call (4) 

6 Aromatic dried leaves will 
bring the lady birds out (6) 

7 Never never get back to 
one, or call (5) 

8 Because of that, your beer 
k poured into Jt (7) 

11 A circular frond, small (7) 
14 Delights in being a holder 
and shows it (7) 

17 Quite unlike Thomas, verv 
probably. (9) 

18 Ministered to in the begin- 

SiP®' 38 Planned (8) 

19 The surviving child Is not 
forgotten (5J2) 

21 Those who are inclined to 
make offers? (7) 

22 Badly, U seems, in need of 
a doctor (6) 

24 Box Am of soldiers - a 
__ jE] 58 ™ 1 for a Uttle hoy (5) 
26 The vehicle is reversed a 
■ few feet (4) 


Solution to Saturday's priz* puzzle on Saturday December K 
Solution to yesterday’s prize puzzle on Monday December i 
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LONDON STOCK EXCHANGE 


Yamaichi news puts paid to London’s revival 


MARKET REPORT 


By Steve Thompson, 
UKStocfcMarfcstEditor 

Another storm from the Far East, 
the primary source of the turbu- 
lence in stock markets over the 
past few weeks, caused severe 
damage to the recent rally In 
London equities. 

News of the collapse of Yam- 
aichi. Japan's fourth largest 
stockbroker, was greeted by blan- 
ket coverage of the event by the 
world's media and numerous pre- 
dictions of substantial falls in 
global stock markets. 

In the event, the FTSE 100 
stocks bore the brunt of the 


decline, with the second-liners 
and small cap shares nowhere 
near as weak as the leading 
index. Footsie finished a -tense 
trading session 87.2 points or L7 
per cent lower at 4,898.6. The 
FTSE 250 gave up 20.0 to 4,645.7 
and the Small Cap 12.9 to 2,266.1. 

The fear was that the Yamaichi 
news, coming hard on the heels 
of the failure of Sanyo Securities 
and Hokkaido Takushoku Rank, 
would see wholesale selling of 
global stocks and bonds by Japa- 
nese institutions. In particular, 
dealers were worried that the US 
bond market might crack. 

UK stocks managed to finis h 
well above their lowest levels, 
however, as Wall Street did not 


fall as far as some had predicted. 
The Dow Jones Industrial Aver- 
age. which had been forecast to 
drop by between 75 and 100 
points, was down by 50 points 
shortly after the opening. US 
Treasury bonds posted falls of 
around 10 ticks as that market 
opened. 

There was another prop for 
London as last week's sudden 
burst of takeover activity, which 
included tbe £3-ibn agreed offer 
for Mercury Asset Management, 
was followed by more bid news 
including a hostile move against 
Allied Colloids, the speciality 
chemicals group. 

Other leading stocks to move 
into the sights of the takeover 


speculators included Safeway, 
the supermarket group, and Han- 
son. the former conglomerate 
which now comprises mainly 
building materials businesses. 

London kicked off the day in 
depressed fashion, sliding over 50 
points within 30 minutes of the 
start of trading and carrying on 
down to post a three-figure 
decline in mid -morning. Ignoring 
the modest gain in the Hong 
Kong stock market The Tokyo 
market was closed yesterday for 
a public holiday. 

Activity in equities was sub- 
dued as the institutions held off 
ahead of today's Green Budget 
Turnover at 6pm was a disap- 
pointing 658.3m shares, of which 


58 per cent was in Footsie stocks. 

In their latest note, the strat- 
egy team at NatWest Markets 
insisted that “although absolute 
market benchmarks such as the 
price earnings ratio or dividend 
yield look stretched, they are not 
once account is taken of the new 
low inflation/low Interest rate 
environment s Nat West is stick- 
ing with its FTSE 100 targets of 
4J600 for end-1997, 4£00 for end- 
1998 and 7,000 to 2400. 

BZW’s strategy team pointed 
out that tbe latest Wood Mac- 
kenzie survey of pension hinds 
showed that UK funds have cash 
weightings over 6 per cent, a 
level last seen when base rates 
were 15 per cent. 
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FT 30 3lS?S 

FTSE Non-Fins pfe 10*5 

FTSEIOOFut D« d9 f-“ 

lOyrGth yield 

Long gm/equrty yld ratio i-9t> 

Worst performing sectors 

1 Banks: Retail - 

2 Gas Distribution 

3 Life Assurance 

4 Alcoholic Beverages 

5 Oft Integrated ; 


Colloids 

battle 

brewing 

By Peter John and 
Joel Kibazo 

The on-off bid story 
surrounding Allied Colloids 
was back on with a ven- 
geance yesterday. 

Having announced at the 
end of last week that 
friendly talks were off, the 
speciality chemicals com- 
pany said yesterday that a 
new and more aggressive 
predator had emerged. 

Hercules, a $4_5bn US com- 
pany, launched a 155p-a- 
share bid which valued the 
UK group at £1.07bn. Allied 
rejected the offer, arguing it 
“fundamentally underval- 
ued" its long-term record, 
management performance 
and growth prospects. 

There had been specula- 
tion on Friday that a US 
group was sizing up Allied. 
The rumours had focused on 
Rohm & Haas of the US. 
which said yesterday it had 
made no approach to Allied 
and had no involvement 
with the company. 

Allied shares closed up 
41% at 167%p yesterday, well 
above the offer price. Turn- 
over of 15m shares suggested 
Hercules had been buying in 
the market 

Dealers remained con- 
vinced that either Hercules’ 
formal offer, expected over 
the next few days, would be 
more generous or a rival bid- 
der would emerge. 


Sutherlands said: "If 
shareholders apply a US spe- 
ciality chemical rating of 20 
times to prospective earn- 
ings, a cash flow multiple of 
15 times and a market capi- 
talisation to sales ratio of 
three times, a generous valu- 
ation suggests just under 

200p." 

Bid speculation combined 
with a broker’s recommenda- 
tion to drive shares in super- 
market group Safeway 
sharply ahead. 

The shares fell heavily last 
week after the group 
reported disappointing fig- 
ures and warned of the poor 
state of current trading in 
the second half of the year. 

Weekend press reports 
pointed to a possible bid for 
the group, while others 
raised the idea of renewed 
merger talks with Asda 
Group, which were called off 
a few weeks ago. 

Positive sentiment 

The positive sentiment In 
the stock was enhanced by 
Deutsche Morgan Grenfell 
upgrading its recommenda- 
tion on the stock to “over- 
weight” following recent 
price weakness. 

The team at the broker 
said: “We now believe that 
the very low valuation more 
than discounts Safeway 's 
recent market share loss and 
takes no account of possible 
M & A activity nor action 
that the management is tak- 
ing to redress Its problems." 

While Dresdner Kleinwort 
Benson last week turned 
more cautious on the food 
retailing sector, yesterday 
analysts at DMG said they 
are of the opposite view and 


said: “We continue to believe The US broker increased its 
tbe food retailing sector is 1998 profit by £25m to £950m 
very attractive." to reflect increased expecta- 

DMG expects the Safeway tions for foreign exchange, 
price to recover to at least treasury and trading gains. 
365p in the next 6 months. The upgrade followed an 
Shares in Safeway bucked analysts’ visit to the bank’s 
the poor market trend to end Singapore operations. 

6‘/a ahead at 325 Vip while Meanwhile, HSBC abed 82 
those of Asda fell 6Vk to I62p to £14.85 in the 75p stock and 
after trade of 5.3m- several investment funds 

In the rest of the sector, with exposure to the region, 
there was little change in such as Fleming Japan, Tem- 
J Sains bury which gave up a pleton Emerging and For- 
penny to 489p. while Tesco etgn and Colonial Pacific 
fell 12 to 435p. were also marked lower. 

The usual suspects bene- On tbe other hand, utili- 
fited and lost as a result of ties, which generate most of 
the latest Aslan wobbles. their profits in the UK and 
Standard Chartered was are also announcing figures 
the biggest casualty in the this week, were strong. 
Footsie, followed closely by Severn Trent, forecast to 
HSBC, while domestic defen- announce a dividend 
sive stocks such as utilities increase of between 15 and 
resisted the downward 20 per cent today, jumped 20 
trend. to 960p. 

Standard, shrugged off an National Grid, which also 
earnings upgrade from Gold- reports today, lifted 2 to 298p 
man Sachs to fall 46 to 682p. while Wessex Water, which 

FT 30 INDEX 

New 24 Nov 21 Nov 20 No* IB Nov 18 Yfr ago -High low 

FT 30 3157.5 3204.6 316B9 313&8 3147.4 262Sj6 34303 2668.8 

Old. tflv. yWd 3.58 a 53 3-58 3.62 3.B1 4.02 4^2 32B 

P/E ratio not 20.57 20.88 20.55 20.33 20.38 17.14 2243 15.80 

P/E ratio nil 3028 2057 2027 2005 20.11 18.96 2002 15.71 

FI X vn w ntfaao i htfi 34303 WlMTi a. *94 a/OMC. Baa Dtee- 1/7/S5. 

FT 30 hourly changes 

Open fl-00 HUB 1190 1200 1300 1400 1500 fOOO Mg** L-PW 
32040 31803 31625 3159.7 31502 3167.1 3169.5 31609 31570 3204.9 31530 
Nov 24 Nov 21 Nov 20 Nov 18 Nov 16 Ylr ago 


SEAO bargains 60.846 57.819 61.015 40978 45402 47.812 

Eqthy turnover (On)t - NA 2832.2 2376.0 2293.2 10628 

Equity bargainer - NA 42.870 30298 30849 32.041 

Shares traded (milt NA 785.1 6902 6798 418.7 

TExdudng nianaM aid nwn Mi tumovar txn Inducing Ow unmr. 

O FTSE M a mlo na Unwed IBS/. Al rights monad. -For 1097. 


■ London market data _______________ 

Km and faBs* I 32 Weak Ngta* and kraal UFFE Equity options 

Total Rises 354 I Todd Highs 39 Total c un t iu ct a 25,678 

Total Fata 1.262 Total Lows 114 Calls 12939 

Sara 1/34 I Puls 13.338 

Nov 24 'Data based on Equity shares feted on the London Shsra Sendee. 


ARE YOU? 


Today it's vital you know how business 
change affects you. Because to survive in a 
volatile world you have to know haw change 
impacts on finance, so you can plan and 
successfully manage your future direction. 

The Role of the Finance Director and 
Organising the Finance Function are essential 
briefings which provide you with the 
knowledge you need. 

'Role of the Finance Director examines trends, 
roles and functions of this vital position, 
including Finance Director as: 

• Director and strategist 

• Financial and treasury manager 

• Auditor and corporate governance manager 

• Planning and development manager 

• Resource and relationship manager 

• Quality manager • Caring manager 


'Organising the Finance Function' examines (rends in financial 
organisations, including: 


7 

A 

- •• 





How change is impacting on finance 
The three main aspects of financial 
management 

What top management looks to finance tar 
Leading-edge financial management 



1 Rule 
I itun re 
0-ree: i 


A new profile for finance 
The overall picture 
The departmental details 
Current (rends 
A look to the future 
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produces figures on Thurs- 
day, added 4% at 511‘Ap. 

Halifax slipped 35 to 675p 
on weekend newspaper spec- 
ulation that the former 
building society Is consider- 
ing a bid for M&G, the fund 
management group. M&G 
rose 12 l A to £14. 

Halifax has an estimated 
£3bn available for acquisi- 
tions, and M&G is valued at 
about £Ibn. Takeover talk in 
the fund management sector 
has increased following last 
week's agreed offer of £3.lbn 
for Mercury Asset Manage- 
ment In addition, there was 
believed to be heavy selling 
by private investors. 

Oils nervous 

The oil majors were a ner- 
vous market ahead of the 
latest round of Opec talks, 
which starts today. 

There is a feeling that the 
current production quota of 
25m barrels a day might be 
raised to something closer to 
27.5m barrels. 

That would more closely 
reflect the current output 
but might tempt some coun- 
tries to push the boundaries 
out further. An increase in 
supply would be bound to 
depress prices. Shell Trans- 
port fen 16 to 434 Vip while 
BP dipped 11% to 866p. 

In telecoms, a profits 
warning from European 
Telecoms saw the shares 
tumble 51 to 26lp. 

Chairman and chief execu- 
tive Warren Hardy said: “In 
the Erst few weeks of the 
second half, profitability in 
the core distribution busi- 
ness was lower than expec- 
ted,” 

In ihe rest of the sector, 
Cable & Wireless was the 
best performing stock of the 
day among FTSE 100 constit- 
uents. The shares gained 
13ttto«ttp. 

It was also a pro fi ts warn- 
ing that sent shares in Blue- 
bird Toys down 18V4 to 81‘Ap. 

Courtanlds slipped 1% to 
258 V«p in a sector supported 


by takeover rumours. Nikko 
was the latest broker to pub- 
lish a sell note on the com- 
pany. 

Laporte shed 3A to 631p 
despite a strong buy recom- 
mendation from ABN Amro 
Hoare Govett 

Tbe company had been 
seen as a potential suitor for 
Allied Colloids and, despite a 
company denial, dealers 
refused to relinquish the 
idea that Laporte might re- 
enter the fray. 

Building materials stocks 
featured prominently among 
the best performers in the 
FTSE 100 and 250 indices. 
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issue Amt Mkt 
price paid ESp 
P *4J ffrilJ 


esp 1997 

(£mj Ugh Low Stock 


I- FA. 100 0 MO 

- FJP. 31 £ 20?h 

- FP. 1,354 30 1 ; 


- FP. a78 

- FP. (LOB 

590 FP. 14.0 l 

§ FP. 8S4 1 

5150 FP. 847 1! 

- FP- - £ 

* FP. 20t) 100 

- FP. 150 35 

- FP. 45.7 145*2 

5128 FP. 125J1 II 

IS FP. 17.0 T 

588 FP. 1&3 II 

• FP. 855 I 

5(5 FP. 21J l 

$115 FP. 1&0 


&78 18>2 1 
OjOB 12 


100 MwneaUKTat 

196 BCH Group 

B>2 BG-a- 

IB 1 * tQuddend bn 


Nat Div. Os P/E 
dv. cov, yld nat 

->2 RWB2 1.7 30 IBS 


IQucUendl 
I DoYfaran 
TCHC 


14.0 KBlz 102^ TCHC 
B34 lISlj 113*2 CbpteiOppoTa 
847 153h 153^ tCnscaM 
- EStz £72*1 Ftng Sid (WS 
200 100 100 Foredghl Tach 


155 IKH 2 
BBS 99lj 

§45 FP. 2U 54*2 50*2 fWmptanat Sys 54 - - - - 

§115 FP. 1&D 155 140 f«S8 MalSys 165 +2^ L1.15 IS 08 71.8 

250 FP. 4770 2521 2 225 Itewsouest 238>2>td . W5.4 10 2814.7 

- FP. 190 12B H5»2 Wii Betnfeoert 1W>2 L1.73 4.1 19 140 

70 FP. 25J 63*2 S3 Nottlwn Forest 56^ - - - - 

§245 FP. 188.1 TS/h. 345 SHLOranp 259 -3% LW40 - 22 - 

§95 FP. 505 114*2 1 04*2 tSwoy Asset Mngt 113>2 -1 W4.06 20 45 140 

- FP. 570 210*2 200 Wori0aca Tech 200 -4*2 RVY15 52 00 25.4 

t ABwm-w WMSBiNK 5 Pte*B price. • intnodkicBon. For a U* nuftonedor of all 

ottiarayiiMa pla n raHer ntlM London Shan Sorriea notes. 


5*2 Da Warrants 
147*2 QynaOoup 
160*2 Homes Ptaca 
162*2 Lmolrwtys 
102*2 tMaeior 


250 FP. 4770 252*1 


100 - - - - 

30 - - - - 

147*2 - - - - 

.155-1*2 L30 20 20 254 

109*2 +1*2 - - 

108*2 . - - - - 

aeh , - - - - 

54 +*2 - - - - 

165-0*2 LI-15 10 08710 

38*2«J . W5.4 30 2014.7 

110*2 LI .73 4.1 10 140 


Mav % ehg Mv Year Grass *v 

21 20 ago TlaMU 

1(7164 *07 HBtLSB 19S84 202 


■ BeghnIMoai 

MM (15) 


I FTSE Actuaries Sh 


dices 





The UK Series 1 

1 = r;du'..e:.' in conijnc?.-.:;:' v. 

'ith •- > :6 

r^CUl+'i 

one ; ; 

T.+iil'jto 

cf Ac-lv 

J/T'CS 




1 



Osya 

dig©* 



Year 

anas 

Nat 

Not 

WE Xdadj. 

Told 


Nw24 

Nov 21 

Nov 20 

ago 

yUdtt ] 

pH* 

oowr 

ratio ytd 

Bat*n 

FTSE 100 

48B8J8 

-U 

49£9 

48084 

40549 

332 

272 

206 

1891 13794 

211147 

FTSE SO 

49 15.7 

-0.4 

4685.7 

46429 

44229 

391 

2J96 

1.77 

IB. 55 13472 

195098 

FTSE 250 re TT 

4687 j) 

-04 

47039 

48832 

44619 

172 

305 

191 

1898 13990 

198493 

FTSE 350 

2363.7 

-19 

23999 

2367.1 

20129 

398 

277 

290 

1845 66.73 

208122 

FTSE 350 re IT 

23674 

-19 

2*034 

23708 

- 

340 

279 

202 

1695 34.77 

1069.10 

FTSE 360 Hghar Yield 

23508 

-19 

gBP.a 

23609 

19214 

494 

399 

193 

1592 8198 

1787.43 

FTSE 360 Lore YMd 

23709 

-19 

24199 

23864 

21105 

2J55 

206 

228 

S1.73 3215 

170897 

FTSESmsBCnp 

226005 

-09 

2278X71 

2274.70 

2166.17 

127. 

263 

190 

2396 60.05 

1943.48 

FTSE SoteOCap « IT 

227499 

-05 

22KS96 

228448 

216896 

349 

291 

197 

2192 8448 

1968.87 

FTSE M-Sbara 

231099 

-14 

234492 

2314.73 

1883.72 

397 

27B 

1^ 

1173 6496 

2055.15 

FTSE At-Stm ex fT 

231692 

-14 

235CL45 

232096 


340 

279 

L90 

1841 34.19 

100499 

■ FTSE Actuaries Industry Sectors 


Year 

Grass 
yield* \ 



WE Xd K0. 




Osfa 

Noil 21 


Nat 

Net 

Total 

10 UNBUL EXTHACTKHrtZq 

483591 

-Z2 

4738.14 

48849B ' 

390798 

397 

268 

191 

2047 14099 

209829 

12 bdraertvs kxJueJmsfSj 

3059.14 

-2.1 

31 2591 

308290 

4212.70 

498 

326 

190 

1440 13894 

04290 

15 00. L+IP'rin'CT 

15 00 Ewtorafion 0 Procna 

snai9 

364995 

-29 

-19 

523891 

518028 

368043 

403995 

291997 

340 

197 

275 

199 

1.77 

232 

2075 15497 
3499 5282 

238493 

224496 


20 OEM MDUSmALS(S7) 

21 BuhSno S Consm»alan05) 

22 BuWno 0 Ifac/mOO) 

23 Crimtak&B) 

24 DMM InduHriafaflS) 

25 BBCtnnta & Baa Equip(34) 

26 EngnegrinoitSl 

27 Ensnaring. VMkM(l3) 

28 Paper. Pcfcg A FVintjngG7} 

aa Twttas a jsssSiS 

30 CONBtHBt GOQOSfBS) 

32 Afcotalc SeyerageafT] 

33 Food PraduoanC25) 

34 Houaabold Goods(i7) 

38 Hsattt Cbm(14) 

37 PhannaoutiealB(l9) 

38 Tobaaxd 

40 SSMCSS(2X9 

41 DtetitnoaraCfl) 

42 Leisure A HateJapO} 

43 Mads(42) 

44 Rstalns. FoodflS) 

45 MaBera. Ganarai(5B 

47 Brendas, Pubs & Ften£2} 

48 Support Sovicaa(5q 

49 Transoortg31 

60 (/TTUTKSp2} 

62 BedricKyn 
64 Gas Dtetr3iiMMnC2) - 
GG TMammunM(kn(q 


70 nUNCULSflOB) 

71 Bonis. RfiBKll) 

73 lnaranoe(17} 

74 Ufa Asararaffl 

77 Other Fnmoagn) 
79 Prapemf© 


-- 11 .'-'lllr'-lK l- 


89 FTSE M-CtoHM) 

105 FISEAf-Stara «tlTI77a 

FTSE Fbe^Sno 

FTSE fledofeq ax rr 

FTSE AM 

■ Hourly movements 

Opan 901 


-05 1966JE 1981.10 199102 187 130 103 

-10 134301 134103 116505 143 2.77 200 

__ 178105 17029 182406 4^6 IK 104 

*00 2430.43 240308 237408 406 304 1J0 

-00 1331.15 132601 140829 5.17 405' 203 

-00 219174 2217/42 228026 403 308 100 

-10 258346 2667 02 250111 119 205 207 

-00 336202 3927.72 320008 198 147 . * 

-08 21 SUM 214073 2507.15 .408.’ 199 108 

-04 103805 104508 109801 601 S41 1.18 

-10 472301 463607 3787.83 123 2JB 103 

-17 339301 333105 274803 167 125 114 

-00 326009 324109 285403 107 178 109 

+0.1 282094 292141 261908 152 307 248 

-04 220708 220804 197178 204 105 100 

-1.1 759600 738608 586709 148 108 1.70 

-10 454507 451608 385137 625 503 108 

-10 283873 280085 2B14.14 203 208 208 

+03 2S3408 292807 290104 174 105 201 

-07 327704 324543 321904 202 204 117 

-05 418704 410101 4290.17 145 202 102 

-10 2551.70 262700 208849 122 158 .208 

-10 2377.75 233405 212804 112 150 115 

-00 338506 336506 321703 140 172 202 

-00 337500 335305 270109 103 149 141 

-00 2894.77 291022 262008 157 187 105 

-<LS 333306 3273.77 290203 405 306 103 

-02 36B80B 382707 289500 502 402 117 

-20 2484.45 240907 1579.75 209 115 t 

-00 255706 254008 206175 346 130 -147 

-00 31930* 310305 228807 500 434 202 

-1.1 235407 235505 207400 341 201 108 

-20 450809 444108' 335114 308 173 241 

-30 660302 050645 479110 308 202 253 

-11 193303 191151 109606 407 305 178 

-17 953807 548309 3338.10 303 174 206 

-00 368101 3556.88 273100 102 2.46 207 

-03 214112 213305 171104 111 249 106 


-14 234402 2314J3 19B3J2 
-14 235045 232036 
-07 125300 124044 1221.10 
-0J 127304 127068 1235.78 
-06 -9814 8820 


S 204 108 

2 307 176 

- 340 179 

0 100 204 
8 160 20B 

- 1.12, 009 


103 1603 5503 114174 

200 . 1504 4005 117004 

104 1502 5909 950.48 

1J0 1112 8908 123146 

153 021 0601 79700 

100 1904 5502 119202 

137 1605 71.76 1688.15 

. X t 87.78 182200 

108 1301 8308 945.96 

1.18 1807 5015 69260 

103 21.18.13809 1821.12 

114 1501 119.17 127305 

109 1907 9409 154&5B 

148 1409 8902 117705 

100 2900 5248 139005 

1.70 2905 17109 268109 

108 1102 24005 1224,05 

203 2102 6803 153845 

201 *805 7004 98303 

117 19.72 68.15 161503 

102 2852 91.48 15590S 

.128 1703 6803 175708 

115 1800 8308 140403 

202 ' 1504 6808 188004 

141 2844 4105 2198.14 

135 2709 8808 1284.13 

103 1804 04 £2 154401 

117 11.49 11163 209801 

* t 81.42 138207 

147 240* 4600 1229.12 

202 1003 9306 190808 

108 1905 5802 169400 

241 1504 13008 2000.16 

253 1504 18805 220405 

2JB 903 8449 153748 

208 1608 162.17 241403 

207 1904 8403 215308 

136 2357 4405 138007 

1.16 4502 SMB 117735 

108 16.73 6406 2055.15 

109 1841 34.19 1064.89 

121 3141 3402 136040 

103 28.15 3607 138609 

054 8Q0Qt 7.11 89722 . 


Opan 900 1000 11-00 1100 1100 1400 1B0Q 18.10 H t ft/dayLuw/tlay 

FTSE 100 - 48334 *903.0 48884 4901.1 49005 40140 4O110 4898.0 4870.1 4683, 6~ 

FTSE 250 - 46870 46840 40560 40517 46534 48524 4647.7 48415 46684 46450 

FTSE 350 - 23713 23670 23000 23614 23680 23700 2360.0 23817 23070 2358.8 

FTSESmaBGap 2Z7607 227501 2273.66 227147 S2B9J84 226002 2266.01 226703 226801 2276.18 2286.05 

FTSE A8-Stara - 232502 2314.77 23070* 231204 2315.73 231742 231300 2311.07 2342.15 2306.77 

Tma « FTSE 100 07a NglK 804 AM to*r I0±a Ml. F13E 100 1887 Mgtn 63X4 8Sfl(yg7| Low: 40G&6 (1501/07) 

Tme <rf FTSE AfrOhare DaTa hl^e *3* AM fe* 1149 AM. F18E AMhara 1987 243141 BU/11V971 low 1999.79 fSOOUB7\ 

Further ifl f i xma tt o n ip avasabie on Wtp^/ww.ftEaxorn . . 

© FTSE IntcmaJiOrtai Umttad 1907, AH Rfghta marvad. "FT-SE" and "Foacala* are 
trade marks of the London Stocfc Exchange and llw Finanoad Tunas and are 
used &jr FTSE IntmatSorml uraJar Scenca 

tSedor WE ratkn greater than BO and nttoovais greater then 30 are nrt shown. vren 

t Values are negattre. ■■■ m Ire — 


■ Major Stocks Yesterday 

Vo*. OkTWW] CVTy'. 


it 

MtfVESCAP 
ASQA GioupT 
AbtMw NaOorart 
MriQurs 


- _ Mflnoa 4 LAMSHrt 1.700 

- 19.7 Oomswt 3.™ 

^ Angun Waur i .'«0 

_ * Areas 

MoWlqgm Ml 

_ - Assoc Bm Foodst OtM 

_ _ Assoc Bm Porta i.TW 

BAA+ *.900 

■ ■ BAT Ind&t 7.700 

- - BBA 55 

L0 234 BOOt *^52 

_ _ BQt 8000 


FTSE GOLD MINES INDEX 


- 133801185520 


AMO <19 110148 +08 1D9UBW7532 949 1901 2W5J2 108233 

MW I A 10(139 +48 99475 210500 172 1172 221700 88475 

tkifli Aonrtca fO 108505 +00 108523 175434 1.19 4036 179148 105597 

Copyright. FTSE ti ten i teiu iW LMtad 1897. M rtyre raaanad. Hguea In bractare show 
iMtsr of conrpa*ia. 9ada US Mas. Bm Vteua: lOOOiOO 91/12*91 f ParttoL Latest puces 
Wee imtete lor Ms odHon. 


BTt 13.800 

HTHt 4-fflO 

Bank a I Scafandt HOO 

Bnrcteyst 1.«*0 

Bret ^88 

BMrtorrt 3000 

CwcW -*73 

Bomst 1300 

BricnVc 95 

Bril. Aarospocet 975 

BriBeh Alreioyst 1000 

BriUsh BWccdi 363 

BrUterfi Borneo 277 

Snto/i EfWrqv XB00 

British unefl- 1.900 

BnWl Swefr 3.100 

Burmah CesM 103 

Bioteri 2.400 

Cable & Wtaet 1300 

Cadbury Sctwnppest 1.100 
Coradon 408 

Cariton Comma, t 2.400 

Cmtridt 6000 

Cretan. Urnont *300 

Compose 045 

Coc+raorv 4.100 

CourtnuklS 1.100 

Daly tftd A 31 

Danka 76 

Dteorat 1.500 

EMAP 235 

B«t 1.100 

Bewioooinra 107 

Entagy Ooupt 1.900 

EnreremOirt 1.300 

Ftewocb 3 

Foreign S Col I.T. 1.100 

Qatener 743 

Gen. Acdrienrt 432 

Giafteral Etoclt 4000 

Qtera WaUoomat 2.700 

Qrarailat W5 

Grand Mott 1.300 

GUSt 626 


Gunmen t 
HSBC l7Sc 
HSBCMU 


4a; -1 

423 i? 
i« -6‘; 
049 -71 

II SB 1 - »19*J 
,-07*; -10*« 
534\S -lb 
030 *10 

tel." -2-’ 
173 -1l.» 
576*’ *5*.’ 

277*’ -t- 

484 -4 

Ml -r. 

364 -4*j 

93 Tad -9‘; 
7^*2 -6k 
HM' -II*.’ 

.r? * 

433*j rajs 

452 -3 1 -’ 

204 -I >* 
499*2 

1435 -24 

B63 -*>’ 

167 -1* 


141'C1 -CIl 
909 a 


07** -3*. 
774 -7 

898 *3*2 
197 -4*2 

250*2 -1*2 
*76?*l ^ 

560 -12*2 


197 427*2«ri 
1.900 (M 

1.300 377 


63b -*j 

566'» *1*; 


I to nnwi sre i 
Hanson 

Hawt 

HJboawn 

KT 

■rat 

hnpMi Tobacco 
Mkhpo 
Johnson Manhey 
KHijjfiBhorf 
Laobrokot 
Land Secuntjoaf 

L aport e 

Lugs! a Qsnenilt 

LBJwly WL 

Manes S Spencret 
Mancuy Aaaet Man 
Moya 

Morgan CniCtete 
Morrison (Wmj 

W=C 

NMWeal Boirtt 

NaltandCMdt 
Nabanal Rowerf 

Mg- 

*V87T| 

Northern Foods 
Norths?/ Rock 

Noreiteh urawt 

Nwomad Amarafian 

P&ot 

PCUngtori 
PoworGent 
Premter Fanwl 
Pmridsm Fkiancad 
Predemret 

REXAM 

HMCf 

FteaBaart 

Grouot 

Hacwo * Coanant 

Rood ML’t 

Rawokaredart 

reoTiraof 

RolbRovcat 

Rom & Sun Meat 
Royal BkScoflarurt 


56B*s -12*2 
706 

372*2 -2 

312 -11 

1200 *4 

563 -17 

140S -87 

1400 -60 

675 -35 

+51 *2 -5 

290*2 *>*’ 


ScteodarsNWt 

Srenrisn * New.T 

tort. Hydro-Baa.’ 

Scaaah lW rt 

Saw 

Saculcar 

Sttna 

3wwnTianrt 

g^Twrenont 

StebBt 
Slough Em 
SriUHl fWJtl 
Briteh & Nephaw 

anno Bnaebamt 

Smfchs ted3.t 

SouBremBaa 

eou*i west mow 

Staguoadi 

^«»dChwtd.t 

stardmoo 

AteUfeSProef 

T1 Orount 

Trenae 

Ta»&Lyie 

JfeWt 

Tltemes Watert 

Tomiirat 


3000 290*2 W*2 

47” 730 *4 

627 164*2 -3*2 

201 W3*2 *2 

1200 367*2 -5 

1.700 991 1; -7*- 

1- B00 395 -1*2 

2000 .5 

513 538*2 -0*2 

1J00 615 -06 

1^00 288 -7 

987 978 -1 

SJOO «ji -31, 

1.300 510 -30 

00 482*2 *1 

7.900 <364 -14 

10OO 277 -7*2 

3000 I9l«d -Ij 

257 538*2 -3 

3.70Q 634*2 -IB*? 

SOS 1073 

67 1590 

26 448 -I *> 

61 207 -£ 

518 137*2 *l 2 

1.700 9B5 -3 

5000 296 ,2 

1300 550*2 -1 

584 730 -ISlj 

B3 256*2<al -* 2 

1.700 475 -J*2 

5.400 350 -S7 

305 2075 -32*2 

732 249 ,1 

f 13 - w 

1.00Q 047 jo 

2- 300 133 -2!, 

1.100 754*2 -7G 

143 4161- ,3 

, * 002*7 -3*2 

V £S 670 * -14 

606 292*2 -1* 

-122 920 *10 

1500 1005*2* -Jll 3 

’■“5 are *i 

MOO 035*2 +1*2 

S^SS 336111 ** 

1400 610 ,|1, 

4.7«J 259*2 -3*2 

1600 701 -a 

3155 ™ 

1^00 245 

^122 5a -10 

1.700 677 -16 

8.S0Q 325*2 


60 -l I, 
774 _ll“ 
133P .2 

J*W +2o 
434*7 -16 

1077 -0 

350 .1 

376 -i»j 

171*4 

50*2 -gl^ 

tn*2 -17 
453 -ei. 
B8*2Hd ,5 


277 -7*2 

191»d -*2 

530*4 -3 

634*2 -10*2 
1673 
1590 

448 -I *2 
207 -*2 

137*2 +*2 

BW -9 
298 ,2 

sao*j -i 

730 -19*2 

56*2*0 -*i 


-3*2 

670*2 -14 


S33SES” is 

UM. Mhm 8 Madof 3a? ™ 

vEF 8 "* '$$, ^ - 

Wwsa> Water iSOO r.3j” 

■ 

22J 340 

ajffl S1 ^ - 

YOriahnr Water 740 ^ 

Zan ** t 130 q . 

aaod on tradtag whang taraaeteeiMno) 


MO 7a? 1 , -vl 

2.100 602 -4rt 

3.100 r^T- Tj 

462-3 

1,000 JA | 

310 111*2 -1 

7B 460 -1 

MOO 405 .,1 

,9*3 W1*2 -3*2 

!fl00 310 -j 

rSJiS 

* rc i-* “5*2 


VMdn Water 

Z » nentf 


349 +3*’ 
373xd -4*1 

309 -I, 

511*2 +4*2 

0*0 -15 

340 +2 

310/, -Jl, 
200 -11 
484 -l, 

178? oi 


INTERNATIONAL 


^■aw ^yeatertfavuniaaare^ + 

Treeme. Al inrere are PPundad, Srearer 

— tSttel. part at FT hteBiwten^™ 1 ^ 
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Highs & Lows shown on a 52 week ba«> 


WORLD STOCK MARKETS 




ae-igjaLB 


► I- M* i— — n 


wiw m ps 


>■/- w— low ym rrn 


— i— nii we 


>/■ m> !■» w « 


— IWTM M 




ft 


EUROPE 

AUSTRIA pov 24 /SOQ 


mw as i«.ia 44 

WT 1*0X96 -10*5 aWM.Mn 14*4* 
J8J-U0 833 580 1*1X7 
Brtfl 517 -11 61538507 £3 _ 

HJ* S? 12 s 31 93 

!??* S " ,l 5! 8.7 11 J 

BUka £985 -IS 3.8822.705 08 — 
1*4&5Q -27 1.780 1207 1* 2EL4 

340 *9 356 2945210* 

880 -3S 045 EE8 _ „ 

266 -3J0 356 Saa — 104 

Ear* 1 » -« na 51016179 

OSw 1,740 -51 1348 UU U2U 

808 -84 880 STB 16 82 

. , „ STB -fl 965 700 13243 

48180 -8.15 582 318 3.1 1U 
SJBJlO 356 -II 431 151 13 _ 

IMrB 441 -6 SOD 404 14796 

VAlec 1232 -88 2.735 1*97 1* 2X0 

IMtt 60S -58855 481 15 17.6 

P_. 47X50 -SL50 8S14Q JTDoB 2* 93 
WSmn 1294 -141.120 930 £7 _ 

WWg 2.474 -18 22851,859 1.7274 


OBSB 

Qs£M 


BBADuunaanoRfi 9kw 24 / Fn) 


'-w* •> * 


. « 



t-JtuytL-i- 


TfSt 


8310 -140 9290 5430 03 173 

Unl UBfeK -20 U3UD UU 13 377 

AM 4,410 -80BJ5DU80 _ _ 

AudBn 1272 -*13901330 _ _ 

B8L 9330 -230 0370 5350 2.1 

AMT 38.500 -25 'EM ajz 13 __ 


SOAR 05300 450150045300 1*2X0 
•3# 4.1 _ 


OM i 


OngMS 383oa-iwofiuao 

ten 0360 -3201190 6^1*07 _ 
0*1 &626 -13a SXMOM t® 23226 

anckn 3635 -100 3SJ0 2390 2J ... 

CUB 2.790 -60 2330 2335 108 _ 

OtaM 1*15 -10 1735 1394 2311.0 

car i7o -a ire 112 _ 17 

0*71 11200 -2263073611500 07 317 

tMflOi 1770 -280 1300 4.796 0.0 40.7 
1796 -95 2.100 1.420 1* 21J 

4.175 -1M 4350 2700 2.1 1X0 
1240 -GO 8320 7300 43 195 
Betel 13W -80 3350 ZJ7D 12 48 
Fbttftf 7,170 -170 8310 uas 13 202 
EBL 1160 -130 1180 SJJM 26 73 
QBGp 1.860 -SS 1300 1350 16 _ 
fiMBnq 14350 -375 1523 11. ID 27112 
EecOe 3360 -100 5380 2350 2L6 +_ 
Ew*t 1310 -10 IMUSBSlJO ... _ 

9*0* 5310 -170 1080 3(35 20 203 

M .1610 440 1610 107*212 53 

taratf 2300 -100 2730 2040 _ _ 
tOtef* 14*75 . -775 16590 9600 16 _ 
11300 _ 040011100 16306 

13300 -425 15.600 9*89 23 _ 
1130 +10 5700 4.700 24 273 

1342 +2 2240 1320 22 232 

naan 300 -10 no » 

Mug 1430 -270 11300 6790 28 _ 
SecflB 1150 -150 1600 6360 _ 

Sofln 23.175 +25 273761780) 23 ._ 

Sottc 2500 2660 2375 27 _ 

St ter 2180 -25 241761370 2613.7 

SmM 31600 43575 37JI0O 06 _ 

Trc» 1115 —1146 2370 23176 

UC8 111200 -3300 ISSA 7B300 03 40.1 
UnMta 2606 -60 2840 2000 — — 


Quick 


CZECH REP (Nov 24 /Kouna) 


OoSpo 243 +1 *337 220 21 18 
C« 1JJ38 -12 US 889 — 7.1 
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Tokyo holiday leaves investors in dark 


EMERGING MARKET FOCUS 


WORLD OVERVIEW 


■French «quitiea 


The collapse of Yaznaichi 
International over the week- 
end set the tone for a ner- 
vous day In stock markets 
but trading volumes were 
noticeably thin as investors 
awaited the reaction of Japa- 
nese investors, writes Philip 
Coggan. 

The Tokyo market was 
closed for a holiday so Euro- 
pean and US bourses were 
left slightly in the dark as to 
the size of the inevitable set- 
back following the Yamaichi 
announcement. As a guide, 
the ISE /Nikkei €0 index of 
internationally-traded Japa- 
nese shares dropped 5.6 per 

cent in early European trad- 
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ing, but recovered to close 
2 l 5 per cent down. 

There were other issues 
which might take some Hmo 
to be resolved. Has the full 

scale of Yamaichl's “hidden 

losses" been revealed? How 


would the Japanese meet the 
cost of the bail-out of their 
financial system? Would 
they be required to sell over- 
seas assets such as US Trea- 
sury bonds? 

Investors also had the lat- 


est losses in Korea to con- 
sider. as the Seoul bourse 
shed 7J2 per cent in the wake 
of the government's decision 
to ask for help from the 
International Monetary 
Fund. 

The IMF seems likely to 
call for industrial restructur- 
ing which could be bad news 
for some weaker Korean 
companies. 

Michael Hughes. BZW 
group economic adviser, said 
that the Korean crisis may 
be more worrying for the 


wasn't a big surprise. The 
scale of Korea's problems 
seems to be genuinely new 
news and the continental 
European banks are more 
exposed to Korea than they 
were to the Asean coun- 
tries" 

Investors were also 
reminded that no country in 
Asia appears to be safe from 
the recent turmoil. 

At the end of last week, 
the Indian stock market was 
stffl ahead on the year in 
dollar terms, but its cur- 


markets than the demise of rency is now coming under 


the Japanese broker. 

“The previous news about 
Yamaichi had indicated it 
has been travelling down 
this road for some time. It 


pressure and its government 
appears about to fall 
The devaluations in the 
rest of Asia also create com- 
petitive pressures for India. 


Small wonder that the gfayk 
market dropped 3.4 per cent 
yesterday. 

European bourses, which 
staged a solid recovery last 
week, were marked lower on 
the news from Asia. The Dax 
lost more than 100 points, 
and in Paris the CAC 40 
briefly dipped below the 
2,800 level before closing 
with a 2.1 per cent decline. 
Technical analyst Brian Mar- 
ber is not worried about the 
CAC unless it doses below 
its recent low - 2,651.83. 

Losses were capped by a 
fairly muted response from 
Wall Street which kept its 
decline in double digits dur- 
ing the European trading 
period. 


Turkey delights 
despite battering 


Dow drops 
on Asian 
uncertainties 


Bears attack German banks 


Although Istanbul, like 
emerging markets the 
world over, has taken a bat- 
tering in recent months, 
investors are still looking 
at some very substantial 
gains this year. 

Turkey's dismal eco- 
nomic fundamentals and 
scary political scene have 
not attracted large inflows 
from foreign investment 
ftrnds and the market is 
therefore less exposed to 
the heavy sell-ofts seen in 
Latin America and Asia. 

The Turkish market is 
driven mostly by local 
investors who tend to focus 
on domestic financial news. 

Radhlka Ajmera, director 
of Abtrust Fund Managers' 


Turkey 
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says that "companies are 
still doing well, posting 
good results. Growth is 


^kTFimT saysthat £ood and (the market! does 
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AMERICAS 


US stocks went into reverse 
after last week's strong 
gains. Treasury bonds soft- 
ened and uncertainties about 
Asian markets mounted fol- 
lowing the collapse of 
Japan's fourth largest bro- 
ker. writes John Labate in 
New York. 

By early afternoon the 
Dow Jones Industrial Aver- 
age was down 80.57 or 1.02 
per cent at 7.800.50. The 
broader Standard & Poor's 
500 index was off 9.91 or LOS 
per cent at 953.18, and the 
Nasdaq composite index, 
which is weighted in tech- 
nology shares, experienced 
the deepest fall, losing 2L80 
or 1.35 per cent by lunch 
time at 1.59845. 

“The market’s giving up 
ground in some groups that 
have done well In the strong 
run last week," said Douglas 
Cliggott, US equity strategist 
at JJP. Morgan in New York. 
AT&T shares lost Sift to 
$54ft in spite of an 
announcement of two new 
services. 

Financial stocks also eased 
after last week’s strong rise, 
as uncertainties in the Japa- 
nese market and a new Trea- 
sury auction put pressure on 
US bonds. Chase Manhattan 
fell 52% to $120% and Bank 
of New York gave up recent 
gains, falling $lft to $50%. 
The 30-year bond, the bench- 
mark for long-term interest 
rates, fell g to lOOfi, pushing 
the yield up to 6.063 per cent. 

The transport sector was 
mostly lower with the Dow 
Jones transportation index 
losing nearly 1 per cent at 
3.153.68. Federal Signal’s 
shares tumbled more than 7 
per cent or Sljg to $22% after 


the company issued a warn- 
ing about fourth-quarter 
earnings and analysts down- 
graded their forecasts. 

The technology sector was 
sharply lower. Pacific Stock 
Exchange Technology index 
lost 5.09 or 1.66 to 302.13. 
Oracle, the second largest 
software company, fell more 
than 7 per cent to $32% 
despite the company's 
announcement that it would 
expand a distribution agree- 
ment with 12 Technologies. 

Applied Materials reversed 
last week's gains. The semi- 
conductor equipment com- 
pany fell $1% to $35% follow- 
ing a broker downgrade. 
Networking products maker 
Bay Networks rose $lft or 
nearly 4 per cent to $30% 
after an analyst upgraded 
the stock's rating. 

TORONTO dropped at the 
opening, hit by a weak start 
on Wall Street and renewed 
concerns about the fragility 
of Asian markets fallowing 
the announcement that 
Yamaichi Securities is to 
close. 

The TSE index was 26.33 
lower at 6,747.6 by mid- 
session, with dealers sin- 
gling out banks, forest prod- 
ucts and non-software high 
technology stocks as the sec- 
tors most likely to be hit by 
bad news from Japan. 

Elsewhere, takeover stocks 
generated the main interest 
with Westmin Resources 
jumping C$1.82 to C$5.80 
after the copper and sine 
concentrates producer 
received a hostile bid from 
rival Boliden. 

Food processor Schneider 
Corporation rose C$1.75 to 
C$22 after the group rejected 
a C$l9-a-share bid from 
Maple Leaf Foods. 


Leading European bourses 
ended within a whisker of 
their session lows. 

FRANKFURT banking 
stocks were under attack as 
the bears sunk their daws 
into the sector on the news 
that Japan’s fourth-largest 
broker is to close. 

Dresdner and Commerz- 
bank, which are rumoured 
to have the largest expo- 
sures to Japan and South 
Korea, fell up to 5 per cent 
against a 2S per cent drop 
for the market as a whole. 

Dresdner lost DM3.80 to 
DM6S.85 while Commerz- 
bank shed DM2.20 to 
DM61.10 in spite of its state- 
ment last week that its 
South Korean exposure 
accounted for less than 5 per 
cent of its loan book. 

Elsewhere, the market was 
generally weaker and the 
Ibis-indicated Dax index 
dosed 109.81 lower at 3^32.1. 
One stock bucking the trend 
was Porsche, which rose 
DM40 to DM2,600 following 
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pick up the scent of immi- 
nent corporate activity. 

Most other flnanrials were 
in the doldrums. BNP came 
off FFr9.90 to FFr2709 and 
CCF FFr480 to FFr8499. The 


financial stocks clearly 
infected ABN which lost 
FI 2.00 to FI 8890 in 4.1m 
shares traded. 

Among smaller caps, engi- 
neering consultancy Fugro 


BUDAPEST closed more 
than 7 per cent down, leav- 
ing analysts perplexed as to 
why the market is proving 
so muhh more volatile than 
other central European 
exchanges in the face of 
global market instability. 

The Bux index ended 506.6 
lower at 6,454.6. Analysts 
said they had forecast a cor- 
rection after last week’s 16 
per cent recovery, but the 
scale had been larger than 
expected. 

ISTANBUL dropped 290 or 
9.4 per cent to 2,787 on the 
1MKB 100 Index as rumours 
that the government was 
teeing up a tough economic 
package sparked heavy sell- 
ing. 


Written and eefited by Jeffrey 
Brown, Jonathan Ford and 
Peter Hafl. 


Japanese market exposure of jumped FI 290 to FI 6790 fol- 
the luxury goods groups was lowing an upbeat progress 
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Sao Paulo falls sharply 


Latin American markets 
wobbled at the opening, pul- 
led down by renewed tur- 
moil in Asia and a weak 
start on Wall Street. 

SAO PAULO was worst 
hit. falling nearly 4 per cent 
by midsession. The Bovespa 
index was 348 lower at 9,074. 
although turnover was low. 
The Index has now fallen by 
279 per cent since October 
22, the date when Asian tur- 
moil first hit Brazil. 

The slide was led by Tele- 
br&s, which lost RS3.60 to 
R3110.4Q in spite of a report 
from Daiwa Securities which 


maintained its “strong buy” 
rating on the stock. 

BUENOS AIRES proved 
more resilient to the cold 
winds coming from Asia in 
spite of fears at the opening 
that the market would fol- 
low Brazil down. The Merval 
index was just 2.59 lower at 
64791 by midsession, a drop 
of 0.4 per cent 

SANTIAGO was mixed at 
midsession but dealers said 
stocks remained under pres- 
sure not just from events in 
Asia but also from Brazil. 
The SASE index was 0.19 
lower at 114.76. 


an upgrade from Lehman 
Brothers. 

PARIS moved resolutely 
lower in spite of a number of 
hot stories about Paribas 
where a takeover bid was 
widely touted along with 
talk suggesting the bank 
itself was about to spring a 
major acquisition. 

Paribas gained FFr7.80 or 
19 per cent to FFr444.50 in 
heavy volume of l.lm 
shares. Its offshoots, Cie 
Bancaire and Cetelem, 
gained FFr7.00 to FFr819 
(having touched FFr840 at 
one stage) and FFr34.00 to 
FFr671 respectively as the 
rumours swung from an out- 
right bid for the Paribas 
group to the disposal of a 
satellite operation. 

Paribas put out a firm “no 
comment" statement But on 
a day when the CAC 40 
index ended 5992 lower at 
2902.48 there was no Short- 
age of traders around who, 
spurred by last week’s Alli- 
anz counterbid for UAP-Axa, 
were confident they could 


another bear point LVMH 
lost FFr35.00 to FFrLOOB and 
L'Oreal FFr50.00 to FFr2930. 

MILAN maintained its rep- 
utation for reacting less to 
Aslan turmoil than other 
European, markets, falling 
just 19 per cent The Mibtel 
index ended 279 lower at 
15,073. 

Financials were in focus as 
two banks launched major 
capital raisings. Banca di 
Roma, which is seeking 
L2900bn, saw its shares lose 
L86 to L1450 after the com- 
pany named that as the max- 
imum price at which equity 
wotald be issued. 

Banco Ambroveneto, 
which raised money as part 
of its well received merger 
with Cariplo, saw its shares 
surge L1B5 or 39 per cent to 
19,558. 

Analysts said investors 
remained wary of Banca di 
Roma, which has fallen by 7 
per cent since September 12. 
the last trading day before 
the bank said it would seek 
fresh capital. 

Analysts have criticised 
the group’s decision to sell a 
stake to Libyan interests, 
and there is concern about 
the management's will to 1 
carry out a much-needed 
restructuring 

Cement company Cemen- 
tir fell by almost 8 per cent 
after the company said that 
merger negotiations with 
Swiss rival Hoiderbank had 
broken down. The shares fell 
L152 to LL650. 

AMSTERDAM ended 23JJ5 
lower at 875.46 on the AEX 
index alter heavy selling hit 
a number of heavyweight 
stocks, notably Philips and 
ABN Amro. 

The dull dollar was said to 
be the main reason for a 
FI 890 or 59 per cent decline 
to FI 137 AO at Philips. Hie 
shakeout among Asian 


report. 

An interim return to prof- 
its lifted sanitary ware group 
Sphinx 50 cents to FI 19.60. 
Office goods group Ahrend 
added FI L00 to FI 6490 after 
a “buy” note from Dresdner 
Kleinwort Benson. 

ZURICH witnessed steady 
buying in UBS which moved 
ahead against the broad 
trend to close SFr27.oo 
higher at SFrL726 after Fri- 
day's upbeat autumn presen- 
tation sparked positive bro- 
ker comment The SMI index 
came off 799 at 5,645.7. 


SOUTH AFRICA 


Gold stocks bucked the 
trend in Johannesburg to 
rfmTfc up a 3 per cent rise, 
helped by a 5 per cent su r g e 
tn Gold Fields on specula- 
tion ahead of today's 
announcement about the 
planned merger of Its gold 
interests with those of Gen- 
cor. Gold Fields ended R5 
better at R74. 

The all-share index ended 
down 8.7 at 63979 as indus- 
trials turned weaker on 
switching into gold stocks. 


look almo st exclusively at 
local fixed income, cur- 
rency and equity markets. 

As a result, she says: 
“Turkey has been relatively 
isolated. There is little cor- 
relation with the rest of the 
world.” 

The ISE 100 index of lead- 
ing stocks has fallen back 
from its September peaks 
but has still gained more 
than so per cent in dollar 
terms this year. 

A statement by the econ- 
omy minister that the gov- 
ernment would introduce a 
one-year anti-inflation 
“shock programme" pushed 
the ISE 100 down 9.4 per 
cent to 2.787 yesterday, 290 
points lower than Friday's 

l ClOBQ. 

The market had being 
performing well because 
prices were so depressed 
last year, mainly due to 
confrontation between the 
secularist military and the 
Islamist-led coalition of 
Necmettm Erbakan. 

Over the past 12 months, 
the ISE 100 has nearly dou- 
bled in dollar terms, thanks 
to the replacement of Mr 
Erbakan by a secularist 
government ostensibly 
committed to economic 
reforms. 

The immediate outlook 
appears positive. Valkan 
Sari, market strategist at 
Global Securities, one of 
Istanbul's leading brokers. 


not look very expensive. 
There is not much sell pres- 
sure from internationals. '■ 

Furthermore, he adds, 
the central bank is silting 
on reserves of $20bn. 
enabling it to control 
interest and exchange 
rates. 

The inflation-battered 
Turkish lira is not heavily 
overvalued and the authori- 
ties are managing its 
decline slightly below infla- 
tion, giving dollar-based 
investors an extra boost. 

But yesterday's plunge 
shows investors remain 
nervous even though bro- 
kers claim sentiment is 
bullish. 

The government contin- 
ues to claim that it can 
raise $4bn from privatisa- 
tions and asset sales in 
1997, plus a further $10bn 
in 1998. as well as revamp- 
ing the bankrupt social : 
security programme and 
stamping out tax evasion. 

Istanbul may be rela- 
tively cut off from events in 
the rest of the world, but | 
investors still face plenty of ! 
home-grown volatility. 

One analyst commented: , 
“The future depends on 
what the government is 
going to do. IT it acts, then 
there is no problem, at 
least for the short term. IT 
not, we could see some 
problems." 


John Barham 


Recommended Cash Offer 

by 

Merrill Lynch International 

on behalf of 

ML Invest PLC 

a vfaflQyowned subsidiary of 

Merrill Lynch & Co., Inc. 

for 

Mercury Asset Management Group pic 


Merrill Lynch International announces on behalf of ML Invest PLC (“ML Invest”), a wholly owned subsidiary of Merrill 
Lynch & Co, Inc. that, by means of an offer document dated and posted on 24 November 1997 (the “Offer Document''), 
Merrill Lynch international is making a recommended offer (the “Offer”) on behalf of ML Invest to acquire the entire 
issued share capital of Mercury Asset Management Group pic (“Mercury"). “forms defined in the Offer Document have 
the same meanings in tins advertisement. 


A Mercury Shareholder who validly accepts the Offer will receive £17.00 in cash for every Mercury Share. In addition, 
Mercury Shareholders will be entitled to receive and retain the interim dividend of 12Jp (net) per Mercury Share declared 
on 6 November 1997 in respect of the six months ended 30 September 1997. 

The Offer values the entire issued share capital of Mercury at approximately £3,108 million. 

Instead of choosing to receive tbe cash consideration under the Offer, Mercury Shareholders (other than certain overseas 
shareholders) who validly accept the Offer will be entitled to exchange all or part of their holdings of Mercury Shares for 
Loan Notes. The Loan Notes wffl be issued on the basis of £1 nominal of Loan Notes for every £1 of cash otherwise 
available under the Offer. 


The fall terms and conditions of the Offer and the Loan Note Alternative (including details of how the Offer may be 
accepted) are set out in the Offer Document and die Form of Acceptance. 3 


Seoul slides as broking shares dive 


Mercury Shareholders who accept tbe Offer may rely only on the Offer Document and the Form of Acceptance for all the 
terms and conditions of the Offer (inducting the Loan Note Alternative). 


Copies of the Offer Document and Forms of Acceptance are available for collection from The Royal Bank of Scotland n\c 
Registrars Department, New Issues Section, 5-10 Great Tower Street, London EC3R 5ER. H * 


ASIA PACIFIC 


South Korea 


Deepening worries about the 
health of the financial sector 
left SEOUL 79 per cent 
lower. The composite Index 
fell 34.79 to 450.64, its lowest 
level since July 1987. 

Brokerage shares were 
among the biggest falters, 
losing almost 8 per cent of 
their value after 10-year 
bond yields rose to a three- 
year high and prompted con- 
cerns about future earnings 
in the sector. 

Negotiations between 
South Korea and the IMF 
over an emergency loan 
began yesterday. Analysts 
speculated the IMF would 
call for tight monetary poli- 
cies to curb inflation. 

Analysts also said the col- 
lapse of Yamaichi Securities, 
Japan’s fourth largest bro- 
kerage, had undermined con- 
fidence in broking shares. 

Daewoo Securities fell 
WouSOO to Wonl0,400, Ssan- 
gyong Investm en t & Securi- 
ties was down WoaSSO to 
Won3,730 and Daishin Secu- 
rities Won450 to Won5960. 

Tbe sector was not helped 
by finance ministry talk 
about a forthcoming 
restructuring of the financial 
industry. Elsewhere, interest 
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rate-sensitive sectors such as 
construction were hard hit 

HONG KONG continued to 
build on Friday’s 5 per cent 
gains with the Hang Seng 
index adding a further 38.16 
at 10,586.36. Volume was 
weak at HK$7.4blL 

Dealers said the lack of 
turnover reflected investor 
uncertainty ahead of today’s 
reopening of the Tokyo stock 
market, but that sentiment 
was relatively stable in spite 
of clear weakness among 
China shares. The red-chip 
index came off 18 per cent 
and the H shares index fell 
2.9 per cent. 

Property stocks were in 


demand. Sino land rose 12 
cents or 2.7 per cent to 
HK54.60 on news of residen- 
tial property sales. HSBC 
gained. HK32.00 to HKS1S8. 

SHANGHAI took a knock 
with the hard-currency B 
shares index sliding 79 per 
cent The index aided 4.36 
lower at 5591 after dealers 
noted heavy selling once the 
60 support level had been 
breached. 

JAKARTA rallied strongly 
on rumours of a presidential 
degree ordering state compa- 
nies to invest in the stock 
market The composite index 
jumped 1695 or 49 per cent 
to 41090. Telkom, which 
accounts for 15 per cent of 
the lead Index, gained Rp250 
to Rp2,775 and Bank Negara 
Indonesia rose Rp5Q to Rp650 
on 279m shares traded. 

BANGKOK lost 2.2 per 


Tokyo was closed for a 
public holiday. 


cent with the SET index fall- 
ing 9.41 to 412.18, its lowest 
level since January 1989. 
Bangkok Bank came off Bt4 
to Btl02 and Siam Commer- 
cial Bank Bt6.50 to Bt66. 
Right issues concerns left 
Kr ung Thai Bank Btl lower 
atBtia. 


KUALA LUMPUR rose 
almost 2 per emit as Inves- 
tors bought back into 
blue-chip stocks seen to be 
oversold after last week’s 17 
per cent fall. After a -volatile 
session, the composite index 
ended 10.48 higher at 57057. 

Telkom added 90 cents to 
M$895 as investors decided 
last week's 21 per cent fall - 
greater than the market as a 
whole - was overdone- 

SINGAPORE recovered in 
line with its larger neigh- 
bour, having been dragged 
down by Malaysian weak- 
ness last week. The Straits 
Times index ended 39.45 or 

2.4 per cent higher at 
1,881.85, helped by strong 
interest in blue-chip stocks. 

TAIPEI lost ground as 
Investors took profits after 
big gains on Friday and Sat- 
urday, when the market rose 
3 per cent Dealers said the 
jittery mood was also caused 
by political concerns ahead 
of this week’s local elections 
and worries about Yamaichi 
Securities. The weighted 
index fell 15194 to 7,75695. 

BOMBAY fell on political 
worries with Investors tak- 
ing fright at the prospect of 
a snap election. At the dose 
the BSE index was 12192 or 

3.4 per cent lower at 3,402.42. 


The Offer is being made by means of tbe Offer Document and is being made to all Mercury Shareholders includine those 
to whom the Offer Document may not be despatched who hold, or who are entitled to have unconditionally allotted or 


issued to them. Mercury Shares. The Offer will be open for acceptance until 3.00 pjn. on IS December 1997 (or such 
later nme(s) and/or date(s) as ML Invest, subject to the rules of tbe Code, may decide). 


The board of Mercury, which has been so advised by Lazard Brothers, stated that it considers tbe terms of the Offer to he 
fair and reasonable and has unanimously recommended Mercury Shareholder to accept die Offer The direct of 
?f veingv ? cabl y ****** » **ept the Offer in respect of their beneficial holdings amounting rol9OT924 

E? r 1 ' 0percenLof Mereuj y’ s issued capital. In providing advi^o the 

board of Mercury, Lazard Brothers has taken into account the commercial assessments of the directors of MeiSil 

The Offer is not being made, directly or indirectly, in or into the United States, Canada, Australia or Jaoan and tb-rml, 
n« «pnhte of acceptance from w^m the United Stores, Canada, 

Document nor the accompanying Form of Acceptance is being, and must not be. mailed or oth erarisc fcwJZwT 
distributed or sent in or into the Uni ted States, Canada, Australia or Japan. “envisc forwarded or 


TbeLxwn Note to be «ued pursnmit to the Offer have not been, and wifi not be, registered under the Securities AcL or 

under anv releva nr saennnes laws of anv sratp* nf rlu> TTnitwi « .... UCJ * Of 


nnder any relevant securities laws of any state of the United States or any relevant securities laws of Canada ° f 
Japan. Accordingly, unless an exemption is available under the Securities Act or relevant securities fcwTte 
may not be offered, sold or delivered, directly or indirectly, in or into tbe United States, Canada, Amalia 


This advertisement, which is published on behalf of ML Invest by Merrill Lynch International has , ’ 

Merrill Lynch International solely for tbe minuses of section *57 nf c j .approved 


Merrill Lynch International solely for the purposes of section 57 of tbe Financial Services Act 1^37 l 
International is regulated in tbe UK by Tbe Securities and Futures Authority Limited and u Lynch 


n ® u l ate ^ inthe UK by The Securities and Futures Authority Limited and is acting for MeiriiiLvndf!!m! 
ML Invest and no one else m connection wrtb the Offer and will not be responsible * aimme tSter t h n ? 

and ML Inv&t for providing the protections afforded to customers of MemU Lynch n ^ 

in relation to the Offer. ™cnuuionai nor tor providing advice 


— — r - — — o — r-v*— i aj uuiuunt ui menui Lyncn international n ev frw J . 

in relation to the Offer. uucraauonai nor tor providing advice 

L&2ard Brothers, which is regulated in the UK by The Securities and Futures Authority Limited, is acting for Mm- 
no one else in connection wah the Offer and wifl not be responsible to anyone other thmMemJ^ 
protecnons afforded to customers of Lazard Brothers not for providing advice in relation to theOffer pTOVlli ' ne 
The directors of ML Invest and the members of the Executive Committee of tbe board of directors of r «_ „ , 

in the Offer Document accept responsibility for the information contained in this advertisement and TX f llsted 
knowledge and belief (having taken all reasonable care to ensure that such is the case), the urfcMroatiol ™ ^ 

advertisement is in accordance with the facts and does not omit anything likely to affect the import of such^f “ ■ 


25 November 1997 


ilv. 

4 ] 4 


: •- ' -S* 

: . >- 


_-z.y .■ i_.^- -.■ 


4 




FINANCIAL TIMES SURVEY 


Tuesday November 25 199' 



&■' Tv;' Y* o' ; bul 

I . X ■ • • < ■- MACSJONlA. ' 1 ■ 


Socialist modernisers are steering 
away from isolationist policies as 
they set course for eventual Emu 
membership, writes Kerin Hope 

Softly, softly on a 
path to consensus 
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Greece, for once, is enjoying 
a period af political calm. An 
unexpected consensus 
emerged as a new generation 
of Greek politicians discards 
nationalist rhetoric and con- 
frontation on economic pol- 
icy in favour of a softer 
approach. 

The governing Socialists 
and opposition conservatives 
appear to agree on two 
important priorities: step- 
ping up Greece's effort to 
join Uip single European cur- 
rency by 2002, and the 
urgent need to improve rela- 
tions with its neighbour and 
rival, Turkey. 

A brighter economic out- 
look, including the award of 
the 2004 Olympic Games to 
Athens - seen by the Greeks 
as an international vote of 
confidence in the country’s 
prospects - increases the 
possibility that Gfreece may 
one day catch up with Euro- 
pean partners such as Portu- 
gal and Ireland, both set to 
become founder-members of 
the euro club next year. 

Growth, assisted by rising 
inflows of European Union 
aid and domestic investment 
required to match the trans- 
fers, is positive for the 
fonrth consecutive year. 
infl ation has declined 
steadily to the lowest level 
in 30 years, although it is 
still well above the EU aver- 
age. Markets in the: Balkan 
countries to the north are 
becoming more accessible to 
Greek traders and investors,. 


despite intermittent political 
and economic turbulence. 

That Greece now aspires 
to join the European main- 
stream is largely the 
achie v emen t Of Costas Sami - 
tls, the prime minister, and 
his team of “eksynchron- 
1 st es" (modernisers) in the 
government 

In the 13 motif Ire Mr 

Simitis's first election vic- 
tory. the modernisers have 
managed to steer the Panhel- 
lenic Socialist Movement 
away from the isolationist 
policies of its founder, the 
late Andreas Papandreou, 
and set a course for eventual 
participation in European 
economic and monetary 
union. 

Mr Simitis. a soft-spoken 
former academic, has tight- 
ened his authority over the 
Socialists in the process, 
without ardmting oft >1 or of 

Us former rivals for the post 
of prime minister and party 
leader from the cabinet. As 
defence and education mixxis- 
ters respectively. AMs Tso- 
chatzopoulos and Gerasimos 
Arsenis no longer disagree 
publicly with the govern- 
ment’s moderate policy 
towards Turkey but appear 
to work harder at their jobs. 

With their first test due at 
next October’s local elec- 
tions, the Socahsts are try- 
ing to reform the outdated 
-_structitre-gj[ local -govern-- 
meht.v Greece’s right-wing 
governments in the 1960s 
and 1960s built a highly cen- 


tralised administration 
which kept tight control 
over thousands of small 

mnni n paKti PC 

As part of a scheme to 
make devolution more effec- 
tive in Greece’s 13 regions, 
the number of municipalities 
in mainland Greece and the 
islands will shrink from 
almost 7,000 to fewer than 

moo. 

Protests have been fewer 
than expected, partly 
because many nominal resi- 
dents of municipalities 
slated to.disappear have long 
ago moved to the cities, now 
hfim> to more than go per 
cent of Greece’s population. 
As well as improving ser- 
vices, the concentration of 
power in regional centres 
should result in tighter con- 
trols on spending. 

Regardless of the modern- 
isers’ efforts, however, oppo- 
sition to Mr Simitis is likely 
to persist from a minority erf 
elderly Socialist hardliners 
reluctant to set aside the 
antagonism towards Turkey 
that mar ked the Papandreou 
era in the 1980s. or to make a 
firm commitment to the 
market eco n omy. 

A more encouraging devel- 
opment has been the opposi- 
tion New Democracy party’s 
choice of a youngish and 
moderate leader, Costas 
Karamanlis, who feels no 
hesttafionaboUt decking Mil 
S umt&’s pursuit of a place 
for Cfreece in Emu. 

Yet forecasts that Greece 
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would achieve the conver- 
gence targets by 1999 at the 
latest look more tentative 
following a foreign exchange 
crisis early in November, 
which pushed drachma 
interest rates up to 
double-digit levels. The 
higher cost Of financing the 
public debt will make this 
year’s budget deficit target 
considerably harder to 
achieve. 

This setback has under- 
scored the fragility of 
Greece's economic progress 
to date. It has also forced the 
Socialists to throw over- 
board their longstanding 
commitment to real wage 
increases for public sector 
workers, who form the back- 
bone of their support. If it is 
implemented, the virtual 
freeze on wages next year 
proposed in- the budget 
would help the fight against 
infla tion after extravagant 
increases in the past two 


yean wnwmHng to 18 and 14 

per cent 

But the real message of 
the drachma crisis is one of 
rising impatience for struc- 
tural reforms that would 
ensure Greece’s economic 
convergence is real rather 
than n ominal Some GO per 
cent of the economy is still 
controlled by the state, a 
higher percentage than in 
many transition economies 
in eastern Europe. For the 
moment, the Socialists’ half- 
hearted privatisation scheme 
permits the sale of no more 
than 25 per cent of a state- 
controlled corporation. 

Because the public sector 
unions delivered the votes 
needed to secure Mr Stmi- 
tis’s election as leader at last 
year’s Socialist party con- 
gress, hla team is unwilling 
to cut jobs at state-controlled 
corporations and banks. let 
alone launch a full-blooded 
privatisation programme. 


An effort to modernise 
Greece's inflexible labour 
market is, however, under 
way through a “social dia- 
logue” started earlier this 
year between government 

and trade nninns. Thp aim is 
to agree measures making h 
easier to hire and fire work- 
ers, and to introduce more 
flexible pay arrangements to 
create more jobs for young 
people. The unemployment 
rate is hi ghes t among young 
workers, exceeding 24 per 
cent for Greeks looking for 
their first job. 

With tourism and agri-pro- 
cessing still the main Greek 
industries, seasonal jobles- 
sness has become an 
accepted way of lifa Emigra- 
tion and seafaring used to 
relieve the social pressures 
caused by lade of opportu- 
nity at home. But migrants 
have been returning from 
Germany and Australia with 
their children, and the per- 


manent unemployment rate 
is now above 10 per cent, 
despite job creation in the 
flourishing service sector. 

The lack of foreign invest- 
ment, despite attractive 
Incentives, is also a cause of 
concern and is blamed on 
Greece's rigid labour laws 
and slow-moving bureau- 
cracy. a new EU-funded 
“one-stop-shop” for prospec- 
tive investors modelled on 
Ireland's successful develop 
meat agency is seeking to 
address the problems. Econo- 
mists say the other serious 
obstacle to investment, par- 
ticularly in the tourism sec- 
tor, is the perceived risk of a 
dash between Greece and 
Turkey in the Aegean Sea. 

The travails of TVX Gold, 
a r-Miadian producer which 
plans to make a 5200m 
investment in northern 
Greece, highlight the prob- 
lems industrial companies 
face in regions which could 


still become tourist centres. 
Despite government backing 
for the Canadian project, 
protests by local residents 
wbo oppose the construction 
of a gold extraction plant on 
environmental grounds have 
held up the company's 
investment plans for almost 
two years. 

Investors from abroad usu- 
ally prefer to form joint ven- 
tures with a Greek partner 
or take an equity' stake in a 
successful Greek company 
rather than build their own 
factories. Even domestic 
manufacturers, especially in 
the food-processing and tex- 
tile sectors which drive 
Greek exports are becoming 
less likely, however, to 
Invest at home. Instead, they 
are moving north to Bul- 
garia, Romania and the for- 
mer Yugoslav republics to 
take advantage of much 
lower labour costs across the 
border. 



Growth 


3E's steady growth over ttie past years 
has been the result of the' company’s un- 
relenting commitment to' customer satis- 
faction end its continuous long-term mod- 
ernization initiatives. 

Recently, 3E has started, to expand be- 
yond Greece.Driven by the same va- 
lues and principles but with new goals in 
sight 3E will continue its efforts to grow 
and progress, and to broaden its horizons. 
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The dream shows 
signs of becoming 
a reality, but 
Athens’ credibility 
is a problem 

Greece’s dream of joining its 
European partners as a 
member of the single cur- 
rency is showing startling 
signs of becoming reality. 
While none of the conver- 
gence targets has yet been 
achieved, the Socialist gov- 
ernment makes a strong 
case for meeting the condi- 
tions for economic and mon- 
etary union next year, or at 
the latest in 1999. 

Given the country's recent 
track record of embarking 
on reforms only to abandon 
them once the political heat 
was turned up, the Socialists 
have a credibility gap to 
overcome. But a gradual 
tightening of fiscal and mon- 
etary policies appears to 
have brought the budget def- 
icit under control and has 
helped reduce inflation to its 
lowest level in almost 30 
years. 

“We intend to comply with 
the criterion on the budget 
deficit in 1998 and on Infla- 
tion in 1999." says Yannos 
Papantoniou, tbe economy 
minister. “But it’s a delicate 
situation. We're working 
towards the creation of a dis- 
ciplined European economy; 
we're at the end of the tran- 
sition stage, but we're still in 
it We have to be very care- 
ful next year." 

The prevailing c ons e nsus 
that Greece must climb 
aboard the bandwagon of 
monetary union at the earli- 
est possible date is making 
the government's task 
easier. It also helps that a 
gradual economic recovery 
over tbe past three years 
appears set to continue, due 
in large part to steadily 
increasing inflows of aid 
from EU structural foods. 

When the timetable for the 
euro was set, Greece 
appeared to have alm ost no 
chance of qualifying for 
membership. Now it looks as 
If it could join either on its 
own or with a possible sec- 
ond wave of entrants cm Jan- 
uary 1 2002. the date when 
euro notes and coins are to 
be introduced. 

But a crisis on Greek bond 
and currency markets in 
early November, which 
included a bout of specula- 
tion against the drachma, 
has hi g hli g hted the difficul- 


ties ahead. The speed with 
which turbulence on Aslan 
markets spilled over into the 
underdeveloped Greek capi- 
tal market shows the dis- 
tance still separating Greece 
from countries such as Por- 
tugal and Spain, both firmly 
on course for monetary 
union. 

Exchange rate stability 
has become a priority for the 
government in the past two 
years, and the central bank’s 
"strong drachma” policy has 
helped reduce the annual 
inflation rate by restricting 
the slippage against tbe Ecu 
to less than the inflation dif- 
ferential between Greece and 
its EU partners. 

With thg drachma likely to 
come under threat again if 
international market turbu- 
lence resumes, the govern- 
ment bus announced that 
Greece does not Intend to 
join the exchange rate mech- 
anism (ERM), which for 
other EU members has been 
a pre-requisite for participat- 
ing in the wrngtn currency. 

Economists say this move 
is designed to avert the pros- 
pect of a forced devaluation 
of tbe drachma at the end of 
1998 or 1999, which would 
not only undermine confi- 
dence in Greece's conver- 
gence effort but would result 
in an immediate Jump in 
inflation. 

“There would have to be a 
new ERM after the launch of 
the euro, and with the UK, 
Sweden and Denmark still 
on the outside, we don’t 
want to be the only Tnpmher 
in a one-member ERM Mark 
2,” Mr Papantoniou says. 
“The idea of a new ERM 
assumed that Italy wouldn’t 
be in the euro from the 
beginning- Now that It 
seems likely to be included, 
the fundamentals of a new 
ERM look extremely weak." 

Greece's effort to achieve 
convergence also assumes 
that the pattern of steady 
economic growth over the 
past three years will con- 
tinue. Growth in gross 
domestic product next year, 
is projected to accelerate to 
3.7 per cent from 35 per cent 
this year. About half this 
improvement would come 
from increased spending on 
tbe modernisation of roads 
and harbours and other 
infrastructure projects sup- 
ported by the current EU 
structural funding package. 

However, the fall-out from 
the bond and currency crisis 
is already raising concern 
over the budget costs of fin- 


ancing Greece’s large public 
debt Interest rates on the 
benchmark 12-month trea- 
sury bill jumped by 220 basis 
points after the finance min- 
istry abandoned adminis- 
tered rates and introduced 
auctions of short-term debt 
Commercial banks have 
raised interest rates on 
working capital by up to 350 
basis points. 

While ftanriiffotpg for mnn - 

etary union are required to 
reduce outstanding debt 
below 60 per cent of GDP 
unless Zt is diminishing suffi- 
ciently, Greece’s debt is still 
close to 110 per cent The 
government believes a proj- 
ected reduction of at least 7 
percentage points in the 
next two years would be 
enough to convince its Euro- 
pean partners that debt lev- 
els are falling at a satisfac- 
tory rate. 

In a last-minute budget 
revision, the Socialists were 
obliged to reverse the estab- 
lished practice of granting 
real pay Increases to public 
sector workers and Intro- 
duce a virtual wage freeze. 
This radical shift in policy 
was designed to offset the 
increased cost of debt-financ- 
ing, but it has also under- 
lined the government’s con- 
cern about achieving the 
convergence target of a bud- 
get deficit below 3 per cent 
of GDP. 

Mr Papantoniou admits to 
doubts about the budget pro- 
jections on interest rates, 

but mninteina that the defi- 
cit Will shrink next year 
from 4.4 per cent to 24 per 
cent of GDP. 

The government is bound 
to come under pressure from 
the trade unions to grant 
extra pay increases above 
the 2.5 per cent guideline set 
by the budget, in line with 
the policies followed In the 
past two years. If it stands 
firm there should be little 
difficulty in reducing infla- 
tion from the current 4.7 per 
cent annual , rate to 2J5 per 
cent, next December’s target 
This would bring the aver 
age inflation within the con- 
vergence limits early in 1999. 

"Apart from controlling 
the public sector wage bill, 
we have to dose the loop- 
holes in the system which 
lead to spending overrun s by 
individual ministries. And at 
the same time, we have to 
cut s ub sidies to public agen- 
cies and put pressure on 
state corporations to reduce 
their deficits,” Mr Papanto- 
niou says." 



Ancient disputes 
will not go away, 
but there are now 
prospects of 
breakthroughs 

Greece is trying to put the 
diplomatic squeeze on 
Turkey in an attempt to 
bring a number of their 
ancient disputes in the 
Aegean and Cyprus to a 
head. It is not a co mfo rtable 
time, with Turkey feeling 
diplomatically threatened, 
just as Cfreece has often felt 
threatened militarily. But 
there is the prospect of 
breakthroughs as well as 
breakups. 

Fortunately, as the stakes 
have increased, Athens and 
Ankara seem to be 
conspiring to try to keep 
down the political 
temperature. 

Their two prime ministers 
held & successful meeting 

earlier this month in Crete, 

agreed their should 

continue to meet, discussed 
the possibility of Prime Min- 
ister Costas Simitis going to 
Turkey, and promised to 
revive Nato ideas far mili- 
tary confidence-building 
measures in the Aegean. 

But there are a number of 
possible challenges to the 
status quo: 

• Greece, though not Tur- 
key, has signed the 1994 
United Nations Convention 
on the Law of the Sea which 
gives It tiie right to extend 
its territorial waters from six 
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to 12 miles from its coasts, 
with implications also for 
airspace and seabed mineral 
rights. Greece has chosen 
not to exercise this right, but 
the new legal option for 
Greece irked Turkey even 
more about the myriad 
Greek islands next to its 
coast 

It was this background 
that turned the trivial inci- 
dent in January 2996 of a 
Turkish freighter briefly 
running aground on the 
uninhabited islet of frnia 
(Turks call it Kardak) into a 
competitive raising of 
national flags, circling of 
national patrol boats, and 
near war; 

• The European Union has 
agreed that it will start 
entry negotiations with 
Cyprus, under its Greek-Cyp- 
riot government, nest spring 
- regardless of which other 
candidates from eastern 
Europe are chosen next 
month. This is the price 
Greece demanded for its 
approval of an EU-Turkey 
migtnmg union; 

• The Greek-Cyprlot gov- 
ernment hflfl p l an s to import 
Russian-made air defence 
missiles next year to prevent 
the Turkish air farce having 
air superiority over the 
island Inevitably, this p lan 
affects Greece, which has 
established “a joint defence 
dogma" with the Greek-Cyp- 
xlots and has not been shy of 
providing them with more 
land weapons recently. 

• Outside powers have 
hacorne sufficiently alarmed 


about this to step la with 
mediation- 

These developments pres- 
ent Greece with leverage it 
intends to exert, chiefly 
within the EU. ' 

In the past,- Greece’s influ- 
ence in the EU has been 
weak, particularly when it 
has taken a stand that 
struck its partners as ridicu- 
lous and/or not really repre- 
senting a vital national 
interest. Its partners were 
proved right on both counts 
with regard to Greece's deci- 
sion first to deny EU recog- 
nition to Macedonia and 
th»n to impose a unilateral 
economic embargo on Mac- 
edonia because it did not 
like the country’s name. 

But the Simitis govern- 
ment has gained EU respect 
on other counts, and no one 
in Brussels underestimates 
the genuine - depth of 
Greece’s feeling over Cyprus 
and Its other disputes with 
Turkey. 

Speaking of Greece's strat- 
egy. Yannos Kranidiotis, 
deputy foreign minister and 
himself of Cypriot origin, 
says Athens first intends to 
make its approval of a 
EU aid pack- 
age of Ecu375m to Turkey 
dependent on Turkey’s 
a grwftnwint to fake its claim 

an Tnrifl to the Inte rnational 
Court of Justice (ICJ) at the 
Hague. To get the issue out 
of the way, Turkey does not 
have to actually go to the 
ICJ. just say that it will, and 
Mr Kranidiotis suggests the 
issue can then be shelved. 


A second point is more 
serious. “Cyprus will be part 
of the . same enlargement 
package as east European 
countries," the minister 
says, making dear that if 
Cyprus is not allowed in 
Greece wifi block any other 
applicant 

Even more delicate is 
Greece’s third bargaining 
link between a Cyprus deal 
and Turkey’s overall rela- 
tionship with the EU. All of 

Greece’s partners now seem 

willing to let Turkey join 
other potential EU members 
in a new standing “Euro- 
pean conference" which is to 
start next February. 

The rest of the EU consid- 
ers such an Invitation essen- 
tial to keep Turkey looking 
west towards Europe. Evi- 
dently feeling t fr** discomfort 

of isolation on this issue, Mr 
Kranidiotis says; “We would 
be ready for a closer rela- 
tionship with Turkey, pro- 
vided Turkey helps on 
Cyprus." 

Tbe weakness of this posi- 
tion is that Turkey cannot 
really show its hand on 
Cyprus before next February 
because inter-communal 
faiTinn on the island are in 
abeyance until Greek-Cyprl- 
ots chose a new president 
that month. It seems possi- 
ble, therefore, Greece will let 
Turkey in at the start of the 
European conference, but 
try somehow to impose con- 
ditions on its future partici- 
pation. 

But even foreign policy 
doves such as Professor 


Theodore Couloumbis. who 
see merit in Turkey joining 
Greec£ln tHe EU. want to 
see Ankara make some con- 
cession upfront. “Moderates 
in Turkey say the “gine 
help us into the EU. lhe 
more we can solve problems, 
but this is rather too uncon- 
ditional.” he says. 

The professor sees Uvtle 
dear leadership on the Turk- 
ish side, but believes the 
conditions for progress are 
good on the Greek side. Mr 
Costas Karamanlis, leader of 
the New Democracy opposi- 
tion, says Greece and Tur- 
key are not condemned to he 

“perennial enemies" any 
more than France and Ger- 
many. "I have got no emo- 
tional, philosophic objec- 
tions to Turkey coming in. 
but it has got to apply stan- 
dards of behaviour that 
make it a European coun- 
try," he says. 

Perhaps to block Turkey a 
regional ambitions, but more 
probably for its own sake. 
Greece has at last developed 
a Balkan strategy. Besides 
championing the cause of 
Romania and Bulgaria join- 
ing it in the EU and Nato, it 
is pushing for greater 
regional integration. So far 
not much has come of this, 
but Greece is proposing that 
the Balkan regional forum 
creates a technical secretar- 
iat place it in Athens. 

Having had to take so 
much advice from Brussels 
in recent years. Greece 
dearly would not mind dish- 
ing it out to others. 
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First a local test, then a showdown 


Costas Karamanlis, the 
41-year-old leader of 
Greece's conservative 
oppo siti on and member of a 
successful political family, 
believes in planning for the 
future. 

The youngest-ever 
chairman of the struggling 
New Democracy party is not 
expected to challenge the 
governing Socialists 
immediately. The first test 
of his leadership will be 
next autumn's load, 
government elections, but 
the showdown with the. 
Socialists Is not likely to 
take place before 
parliamentary elections dne 
in October 2000. 

"We’re in a transition 
period, and there’s a real 
dialogue going on,” Mr 
KaramanUs says, picking 
up a set of worry-beads 
from beside his lap-top 
wmputer and twirling them 
in the style of a traditional 


Greek politician. “There’s a 
lot of work needed to reach 
policies and positions that 
bind the party. There are 
differences of opinion, but 
they're not extreme.” 

As the nephew and . 
namesake of Greece’s most 
prominent post-war 
politician, Mr Vnranumlis 
has much to live up to. A 
signed colour photograph of 
the elder Costas 
Karamanlis, who is now 90 
and has retired from 
politics, faces the new . 
leader’s desk as if to offer 
encouragement. 

Among other 
achievements, Mr 
Karamanlis senior pushed 
Greece into the 
then-Enropean Economic 
Community despite a 
negative “avis" from the 
Commission, staged a 
referendum which 
abolished tire monarchy, 
and liberalised politics by 
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Costae Karamanls: differences 
of opinion we not extrema' 

legalising the Greek 
Communist party. - 

The younger .Mr 
Karamanlis, who has not 
even held a junior cabinet 
post, has to restructure 
New Democracy, which was 
founded by his unde, into a 
party capable of winning an 
electi on. 

The conservatives have 


held power for only three of 
the past 16 years and, until 
Mr Karamanlis took over, 
were in danger of becoming 
a party of populist 

right-wingers with a 
stridently nationalist 
foreign policy. 

On policy towards 
Turkey, Mr Karamanlis, a 
US-educated lawyer, sounds 
reassuringly dose to tbe 
Socialists’ position. “Who 
doesn't want a civilised 
neighbour?" he says. 
“Turkey must decide to 
apply the rules of a 
European country. But I 
don’t believe in perennial 
enmity. We should be able 
to find a way to work 
together for mutual 
benefit” 

- Mr Karamanlis has made 
progress with reconciling 
the quarrelsome party 
barons - some almost twice 
age r* c ementing 

relations with disgruntled 


contemporaries whose own 
leadership aspirations 
collapsed with his election 
by a convincing majority at 
last April’s party congress. 

But he must win back 
Greece’s business 
community, which defected 
to the Socialists at last 
year’s election on the 
grounds that they were 
more likely to adopt stable 
economic policies which 
would permit Greece to join 
the single European 
currency. 

“Disillusionment with the 
Socialists is setting in,” he 
says. “Crucial time is being 
lost What does Greece 
need? A major privatisation 
- one of the big state banks, 
for example - and a serious 
effort to cut back the public 
sector and make it more 
efficient But it isn’t 
happening." 


Kerin Hope 


SHIPPING • by Gillian Whittaker 


Full steam on safety measures 




A new wave of 
regulations 
wfll have a 
big impact on 
Greek owners 

Greek shipowners, who 
control the world’s largest 
merchant fleet, are accelerat- 
ing efforts to comply with 
new international safety 
rules due to take effect next 
July. 

A new safety code agreed 
with the International Mari- 
time Organisation, tbe whip , 
ping industry watchdog, 
requires companies that 
manage oceangoing ships to 
be certified, while the ves- 
sels they control must obtain 
documents of compliance 
with the new regulations. 

The introduction of the 
International Safety Manage- 
ment Code, which for the 
first time requires ship man- 
agement companies to set 
out procedures for handling 
accidents and emergencies 
aboard ship, will mark 
another stage in the cam- 
paign to improve safety stan- 
dards. 

. Vessels without docu- 
ments of compliance will be 
banned from trading to EU 
ports under a European 
Commission directive in 
preparation. 

The new measures will 
have a significant impact on 
Greek shipping, which is 
stm dominated by family- 
run companies with a tradi- 
tion of buying older ships 
and operating them as 
cheaply as possible. 

So far, only 20 per cent of 
the 1.600 Greek ships 
required to conform with the 
regulations have completed 
the time-consuming certifi- 
cation process. By compari- 
son. some 40 pa cent of -the 
world fleet is expected to 
have obtained documents of 
compliance by the end of 







Compa ct ion has seen more than 100 Greek 


switch to flags of convenie nc e during the past yea- 


this year, according to indus- 
try analysts. 

“There has been an enor- 
mous acceleration In the 
past month by Greek compa- 
nies moving to get certifica- 
tion," says Michael Lavidas, 
of the Piraeus office of Det 
Norske Veritas (DNV), the 
Norwegian classification 
society. 

Between 1994 and 1996. 
Greek owners spent more 
than *7bn on buying mare 
than 1,000 secondhand sMpg, 
many of them 20 or more 
years old. 

The Greek-owned fleet 
numbered 3,200 vessels in 
March this year, totalling 
127.3m deadweight tonnes, 
with an average age of 19J3 
years, against am average for 
the world merchant fleet of 
16.7 years. 

Incre asing competition baa 
driven Greek owners to take 
vessels off tbe Greek registry 
and operate them under 
flags of convenience. The 
past year has seen lis ships, 
totalling more than 2m. gross 
tons, move to other regis- 
ters. bringing the Greek-reg- 
istered fleet below 2,000 


ships for the first time In 
mow than a decade. 

The cost of operating a 
Greek-registered ship is 
higher because of govern- 
ment requirements that 
three or four ratings and up 
to seven ship's officers must 
be Greek nationals, who 
command higher salaries 
than many other seafarers. 

The Greek shipp ing indus- 
try will come under further 
pressure in the next year as 
a large number of new dry- 
cargo ships join the market. 
About 150 Handymax bulk 
carriers, 180 Panamas and 36 
Capesize bulkers are being 
built, many of which are due 
for delivery in 1998. 

"The dry cargo market is 
already pots* and rates are 
dropping further," says a 
Piraeus-based banker. 
“There can be four owners in 
this sector who aren’t dip- 
ping into their own pockets 
to finance operations." 

Greek owners are now pla- 
cing more contracts for new 
vessels but the Greek ship- 
ping industry still accounts 
for less than 10 per cent of 
orders worldwide. 


However, the rising cost of 
acquiring new tonnage or 
more modern vessels that 
comply with tighter safety 
standards, is encouraging 
Greek owners to look for 
new sources of financing. 
Despite a traditional reluc- 
tance for Greek owners to 
disclose details of their 
operations or to undergo an 
international audit, more 
owners are considering 
International stock market 
listings and “junk” bond 
issues. 

The Piraeus-based Tsakos 
group is the main share- 
holder both in Global Ocean 
Carriers, listed in the US in 
tbe 1980s, and in MIF, which 
is listed on the Norwegian 
stock market. Earlier this 
year, Tsakos financed a par- 
tial fleet renewal for Global 
through a high-yield bond 
issue. 

The $i00m issue, with a 
maturity of- 10 years and a 
yield of 1025 per cant, was 
heavily oversubscribed, 
despite Global's small equity 
base of just $12m and com- 
paratively weak share per- . 
formance. Its success is 


encouraging other Greek 
owners to raise financing 
through bond issues as an 
alternative to individual 
loans arranged by foreign 
banks in Piraeus. 

Pegasus Shipping (Hellas), 
the holding company con- 
trolled by the Peraticos fam- 
ily. plans to raise $i45m 
through an Issue of seven- 
year unsecured notes. 
Recent turbulence on inter- 
national financial markets 
has not affected the timing 
of the issue but the interest 
rate at 11.75 per cent Is con- 
siderably higher than on the 
Global band. 

The group plans to use the 
proceeds to finance ship pur- 
chases. including three tank- 
era which are to be time- 
chartered to StenTex, a joint 
venture between Stena Bulk 
of Sweden and Texaco, the 
US oil producer. 

Industry analysts say the 
Alafouzos father-and-son 
group, leading Piraeus-based 
operators. Is planning a 
much larger bond issue of up 
to $50fan. The proceeds may 
be used to finance both the 
Alafouzos shipping 
operations and its media 
interests In Greece, which 
mclude a leading Athens 
aany newspaper and a pri- 
vate television station. 

Several Greek shipping 
companies are considering 
stock exchange listings in 
pie US. One dry-cargo and 
tenker operator, Maryville 
Mantime, has acquired con- 
trol of a B+H, a vehicle for 
shipping investment listed in 
New York, which it plans to 
relaunch. 

__ p > 40 Greek shipping 

“mpames may t* mutable 

candidates for flotations on 
international stock 
exchanges, according to one 
analyst. 

• Gillian Whittaker is the 
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Turmoil in Asia exposes weaknesses 


Only a few will 
be well placed 
to compete 
effectively after 
euro's launch 

Greece's banks are assessing 
the cost of a crisis is bond 
and currency markets that 
has sent shock waves 
through de aling rooms in 
Athens and underlined the 
weaknesses of the country's 
lively but underdeveloped 
ftr^anrig! sector. 

The banks have hoisted 
interest rates to afiset losses 
caused by a 10 per cent 
decline in bond prices after 
turbulence on Asian 
financial markets triggered 
heavy selling of Greek 
government securities by 
international institutions. 

National Bank of Greece, 
the biggest state bank, and 
Alpha Credit Bank, the 


leading private bank, raised 
lending rates for working 
capital by 2 and 3.5 
percentage points 
respectively. The move 
marked the end of a 
three-year decline in interest 
rates which had enabled 
strong corporate clients to 
borrow in drachmas at 
around 12£ per cent 

Many Greek banks hold 
more than 40 per cent of 
assets .in government 
securities. - They are 
encouraged to do so by 
generous commissions 
offered by the finance 
ministry in order to cover 
monthly debt-financing 
requirements which 
sometimes exceed Drl.OOObn. 

Banks are also being 
squeezed by exceptionally 
high shortterm rates on the 
interbank market At the 
height of the crisis, the 
central bank raised 
overnight borrowing rates as 


high as 150 per cent to fend 
off speculative attacks 
against the drachma. But 
two weeks later, short-term 
interest rates were still at 39 
per cent 

"The flight to quality 
caused by the turmoil in 
Asia shows that Greece is 
still considered an emerging 
rather than a European 
market," says a foreign 
banker. “Bank profits will be 
hard hit this year, but tins 
crisis could help to speed up 
a shake-out in the sector." 

Greece has moore than 40 
commercial banks, inclu ding 
branches of foreign banks 
with active dealing-rooms 
and . corporate finance 
departments, and specialist 
ship-financing operations 
based in Piraeus. 

The market is dominated 
by a handful of big 
state-controlled banks and 
several aggressive private 
banks. Capital increases this 


year of DrBObn and Dr72bn 
by NBG and Alpha Credit 
respectively signalled that 
competition will intensify. 
Small and undercapitalised 
banks that cannot offer 
attractive rates' on popular 
new products are being 
sidelined. 

Greek bankers are aware 
that only a few of them will 
be able to compete 
effectively after the launch 
of the single European 
currency. High spreads, 
averaging more than 7 per 
cast in Greece, against 2 per 
cent or less in most other EU 
countries, underline the 
sector's inefficiency. 

Even though Greece will 
not participate in Emu until 
20 01 at the earliest, Greek 
companies will be able to 
borrow at much lower rates 
in euros once the single 
currency Is launched: 
Analysts claim the switch to 
the euro could wipe at least 


20 per cent off the balance 
sheets of Greek banks, even 
before Greece joins the 
single currency. 

"Consolidation is getting 
much nearer," says George 
Pattakoe, chief executive of 
Bank of Athens, owned by 

I Profits will be 
hard hit this 
year and could 
speed up a 
shake-out in 
the sector 

South Korea’s Hanwha 
group. "Small state banks 
will have to be absorbed by 
their parent groups, and 
only the most efficient of the 
private banks will survive." 

State-controlled NBG, the 
biggest Greek bank. 


launched the process by 
merging its two 

mortgage-lending 
subsidiaries. National 
Mortgage Bank and National 
Housing Bank, as part of a 
group restructuring. To 
strengthen its balance sheet 
before Ihe merger with its 
smaller compe tit or. National 
Mortgage securitised 
Drisobn of loans with the 
assistance of Bear Steams, 
the US investment bankers. 
It was the first securitisation 
deal by a Greek bank. 

There is talk of a second 
attempt by Alpha Credit 
Bank to take over its smaller 
rival. Exgobank, after being 
thwarted last year by a 
small group of shareholders. 
Ergo bank is the most 
efficient Greek bank, with 
operating expenses 
amounting to only 30 per 
cent of net income. It has a 
large portfolio of loans to 
small business which would 


make an attractive fit with 
Alpha's medium-sized and 
large corporate customers. 

However, the pace-setter 
among private banks Is EFG 
Eurobank, which belongs to 
a network of European 
banks controlled by Latsis, 
the London-based Greek 
shipping group. The 
acquisition of Interbank, a 
small retail bank controlled 
by Barque Worms of Prance, 
heralds an aggressive 
expansion, according to 
Nikos Nanopoulos. EFG 
Eurobank's chief executive. 

“We decided we should 
play a bigger role in the 
banking system, so we're 
becoming a universal bank," 
says Mr Nanopoulos. "We've 
grown the balance sheet by 
50 per cent in the past year 
and built up the network to 
40 branches - including five 
acquired from Credft 
Lyonnais." 

Greece's private banks 


have shown little interest in 
the Socialist government’s 
attempt to dispose of two 
small banks placed under 
the state umbrella in the 
1990s. 

Efforts to find 
international buyers were 
hampered by high price tags, 
and the absence of 
international audits, while 
prospective Greek bidders 
complained that obstacles 
were raised to their carrying 
out due diligence effectively. 

One of the two banks 
being re-privatised. Rank of 
Central Greece, has foiled to 
attract a credible offer, while 
only one bid was received 
for Bank of Crete. The 
government has rejected the 
bid from Bank of Piraeus, 
part of a group of Greek 
entrepreneurs, because it 
declined to come up with the 
Dr40bn asking price and 
proposed to pay in 
instalments. 







BANKING IN THE BALKANS * by Kerin Hope . 

Carving out a profitable 


Greek banks have 
identified 
opportunities in 
emerging capital 
markets 

Two Greek soldiers wearing 
camouflage uniforms and 
armed with automatic 
weapons stand guard outside 
the National Bank of Greece 


reminder of the political and 
economic upheaval that 
struck Albania earlier this 
year and still keeps many 
investors away. 

Across the street, business 
is brisk at Rank of Tirana, 
the Albanian subsidiary of 
Bank of Piraeus, a small but 
aggressive Greek private 
h ank. 


The bank has just opened its 
first branch office in Fier. a 
cross-roads for trade in 
central Albania. 

Alexandros Katsiouris, 
manager of NBG’s Tirana 
branch, which runs its 
operations in Albanian and 
English, says: "We 
suspended business for only 
two weeks at the height of 
the crisis. Things are picking 


back and our deposit base is 
growing steadily." 

Greek hanks have carved 
out a niche market during 
the slow and sometimes 
turbulent economic 
transition in the Balkans. 
Their main activity is to 
support an increasing 
number of Greek companies 
investing in the region but 
they are also b uilding - a local 


base in Bulgaria. Regional 
expansion is one way of 
countering the bank’s 
gradual but steady loss of 
market share in Greece's 
increasingly competitive 
banking sector, NBG 
executives say. 

"We can make good use of 
our investment hanking arm 
and our insurance and 
leasing subsidiaries in these 
markets. Financial services 
are at an early stage of 
development here,” says 
Chris Katsanis, NBG's 
Sofia-based regional 
manager. 

NBG plans to strengthen 
its operations in Bulgaria by 
acquiring one of six 
state-controlled Bulgarian 
banks being offered for sale 
under the government's 
privatisation programme. It 
is bidding for PostBank, a 
medium-sized bank with a 
sizeable branch network 
which managed to remain 
profitable amid last year’s 
banking crisis in Bulgaria. 

The bank also plans either 
to open a branch or to make 
an acquisition in Macedonia. 


where cross-border trade and 
investment from northern 
Greece is flourishing despite 
the (freek and Macedonian 
governments' failure to 
settle their long-running 
dispute over the former 
Yugoslav republic’s name. 

Alpha Credit Sank, 
Greece’s biggest private 
bank, will be the next 
Athens-based bank to open a 
branch in Tirana. It has 
already established 
profitable retail and 
investment banking 
subsidiaries in Romania. 

Banca Bucuresti, the 
group’s first Romanian 
venture, has a network of 
seven branches in provincial 
cities which take deposits in 
US dollars and lei, the 
Romanian currency, and 
lend to local businesses. Its 
shareholders include the 
European Bank for 
Reconstruction and 
Development with a 20 per 
cent equity stake and 
several- - leading Greek 
companies that are active in 
Romania. 

"Setting up a new bank 


niche 

rather than opening a 
branch was a strategic 
move,” says Panagis 
Vourloumis. Banca 
Bucuresti ’s chairman. 
"Romania is the biggest 
economy In the Balkans 
with a lot of potential We 
t hink that much of the 
growth will come from 
provincial centres like 
Timisoara and Iasi on the 
Black Sea, so it was 
important to have a network 
early on.” 

Banca Bucuresti made 
pre-tax profits last year of 
$L6m, its second full year of 
operations. Lending rose 
marginally to 9Sbn let with 
a high percentage of 
short-term loans 
denominated in US dollars. 
Deposits increased by 40 per 
cent to I70bn lei which also 
included a high percentage 
of US dollars. 

Uncertainty over the 
terms of a new Romanian 
investment law has made 
Banca Bucuresti - postpone, 
the doubling of its paid-up 
capital to S20m. “The rate at 
which our big* Greek 


Bank of Tirana, which 
opened last year, specialises 
In trade financing and 
foreign exchange operations, 
often involving the Albanian 
street dealers who sell wads 
of dollars and drachmas 
outside the central bank. 


deposit base. And new 
opportunities are opening up 
as capital markets take root 
in Romania and Bulgaria. 

Stateicoatrolled - . NBG. 
Greece’s biggest hank, plans 
to build an extensive 
network from its regional 


up again now. Greek 
branch in the centre of businessmen are coming 
Tirana. Their presence is a 



first footing; Banca Bucuresti is Alpha Credft Bank's first Romanian venture 


customers are expanding 
their investments in 
Romania is putting 
increasing pressure on our 
resources in the meantime," 
says Mr Vourloumis. 

The bank is also a share- 
holder in Bucharest Invest- 
ment Group-Brokerage (Big), 
the Alpha Credit group's 
investment banking venture 
in Romania. 

Set up three years ago to 
provide corporate finance 


services for Greek investors. 
Big has moved into privati- 
sation business and has set 
up a flourishing brokerage 
operation which represents 
several foreign portfolio 
investors in Romania's small 
but active stock market 
"Most of the time we work 
on small deals. But that 
helps 'develop - our under- 
standing of the local market 
We can then team up with a 
big international investment 


bank looking for a role in 
strategic privatisations like 
telecoms and utilities," says 
Angelos Seferiadis. Big’s 
associate director. 

Big is advising Romania's 
State Ownership Fund on 
the sale of 10 industrial com- 
panies, ranging from a phar- 
maceuticals manufacturer 
and a leading shipyard to 
textile and paper producers, 
which are likely to attract 
foreign investors. 
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THE DEVELOPMENT OF TELECOMMUNICATIONS IN GREECE 


The. National Telecommunications Commission (NTC) has been set up in Greece 
to cover all aspects of telecommunications within its borders^ and is answerable to 
the minister of transport and communications. The relative legislation was 
enacted in 1994 and it provides for the complete deregulation of 
telecommunications in the country with the exception of voice telephony. This 
will continue to be operated by the partly-privatised Hellenic Telecommunications 
Organisation (OTE) until the 1st January 2001, when voice telephony will also be 
deregulated. According to Mr A Lambrinopoulos, chairman of the NTC: “The 
deregulation of telecommunications in Greece is proceeding with careful steps 
and with strict adherence to the laws which govern it.” 

His remarks are endorsed by Mr A Mantelis, minister of transport and 
communications who says: “The government, as a supervisory authority over the 
National Telecommunications Commission, is an added guarantee of faithful 
adherence to the rules that govern the deregulation of the country’s 
telecommunications market.” 
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Mr A Mantelis, 

Minister of Transport & Common jearioos 


Mr A Lambrinopoulos, 

Chairman of ihc National Telecorrammicaiions Commission 


Establishment Procedures 

in order to set up a telecommunications business in Greece a licence is required 
from the NTC for: 

❖ installing, operating and exploiting a public telecommunications network 

❖ providing any kind of telecommunications service 
importing, trading, manufacturing or maintai n i n g telecommunications equipment. 

Nevertheless, at the present moment and until further notice, no licence is required 
for importing, trading, manufacturing or maintaining telecommunications 
equipment, while terminal telecommunications equipment is subject only to a 
certification procedure. Ibis means a licence is required only if: 

❖ the provision of telecommunications services requires the use of rare resources 
such as radio frequencies, geostationary satellite orbit and numbering 

❖ if the authority involved requires the provider to guarantee essential or special 
requirements related to national defence and security. 

❖ the provider is to be granted special or exclusive rights. 

It is therefore obvious that if a telecommunications firm is planning to operate in 
Greece it must first apply to the NTC for a declaration or a licence which, when 
approved, is issued by the ministry of transport and communications. For Internet 
data and/or other value added service providers using the telecommunications 
networks, a declaration must be submitted for acceptance by the NTC, under certain 
conditions. 

NATIONAL TELECOMMUNICATIONS COMMISSION 
60 Kifissias Avenue, 151 25 Maroussi, Greece 
Tel. (301) 6805040 - Fax: (301) 6805049 


Licence fees and taxes 

The initial fee for a licence is GRD200,000 and for a declaration it is GRD 100,000. 
Thereafter, licence-holders are taxed from 0.5% to 0.025% of their gross earnings 
according to the size of these earnings. 


Considerations for granting a licence 

Before granting a licence, the NTC is required by law to consider the following: 

❖ the state of the national economy and whether the investment will boost 
competitiveness 

❖ the needs of the domestic market and the beneficial effect oh competitiveness 

❖ the contribution to the national telecommunications infrastructure 

❖ the extent, the origin and the manner of financing the investment 

❖ the reliability and creditworthiness of the enterprise, its shareholders and its 
board of directors, as well as its previous experience in telecommunications. 


A Growing Number of Applications 

Since deregulation was introduction, a growing number of international 
telecommunications companies have applied for licences and, in 1996, the turnover 
of enterprises providing deregulated' telecommunications services in Greece 
amounted to GDR61bn of which GDR58.3bn concerned non-Internet business. 
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RETAILING • by Robert McDonald 


Innovative Big chains shake up the market 


strategy is 
paying off 


John Spraos wields an 
unusual Influence on 
econo mic decision - making 
m Greec e giv en the 
co m parat iv ely short 
periods of time he spends 
in Athens. 

The retired University 
College, London, professor 
is about to complete a 
12-raonthstint at the head 
of an independent policy 
Quit, the Committee for 
Examining Long-Term 
Economic Policy, which 
reports to Costas SUnftis, 
the Socialist premier. 

the committee's studies 
have broken new ground in 
a country where policy 
decisions have 
traditionally been made at 
the last minute, dictated by 
populist pressure and the 
prime minister. 
Recommendations on 


^0 


incomes policy to better 
managemen t of pn ^i tg 
finances, are tilcdy to be 
adapted by the government 
in the next few months. 

“Strategic policy-making 
is rather new in Greece. 
The time horizon for 
politicians has always been 
the next election, less than 
four years away,” says 
Prof Spraos, who was an 
adviser to the g ove rn ment 




John Spraos *Mfe didn’t pull 
any punches over tax' 

“There are roads to 
ever y w h er e now, and the 
increase in employment is 
impress i ve." he says. 
“There have been four 
continuous years of growth 
in GOP - which hasn’t 
happened for several 
decades - and the way it’s 
going there should be 
several more.” 

The committee’s studies 
are intended to contribute 
to “good house-keeping” of 
the economy as well as 
providing guidelines for 
tee govern m ent to tackle 
politically sensitive issues 


of Kazakhstan before be such as reforms of 

started commuting . agriculture and the state 
between Athens and pension system. 

London in his current job. The first report, on 


Prof Spraos first became 
Greece’s economic - 
troubleshooter, in ISM 
when he came out of : 
retirement to advise Hr 
SandUs, then a novice 
economy minister. At that 
paint Greece’s first 
Socialist government 
under Prime Minister 
Andreas Papandraou was 
on the brink of a foreign, 
exchange crisis. 

With yearly inflation 
naming at 20 per cent and 
tee budget deficit close to 
13 per cent of gross 
domestic product “Greece 
was running out of 
resources and couldn’t 
borrow abroad on 
reasonable terms", be 
recalls. 

Prof Spraos and his team 
put together a stabilisation 
package designed to 
prevent tee economy from 
collapsing. The Socialists 
secured an emergency 
balance-of-payments loan 
from foe theu-Eurapean 
Community but had to 
accept stringent terms for 
its disbursement. 

“It was very exciting for 
the first few months, 
trying to rescue the 
situation," he says. “We 
applied vary sevwe 
policies, but we succeeded 
in not* reducing gross 
domestic product And the 
tm mound came 
unexpectedly fast" 

The recovery collapsed, 
however, after Mr Stands 
resigned unexpectedly and 
Prof Spraos went back to 
tbe UK, but by the time be 
returned last year “the 
difference was 
remarkable". 

He admitted that there 
were serious problems, but 
tee economy had a vitality 
that it lacked before. 


incomes policy, stresses 
that if infla tion is to 
continue to fall, real wage 
Increases must not exceed 
tee projected inflation rate 
plus the forecast . 
improvement in • 
productivity, "a principle 
the economy ministry 
accepts tn next year’s 
wages policy," he says. 

However, Prof Spraos 
was' thrust unwillingly into 
the spotlight with the 
publication of tbe 
committee’s study on 
Greece’s increasingly 
indebted state pension 
system. 

The report revealed that 
Greece's population was 
ageing at a rate that would 
make the present pension 
system unsustainable by 
2010. It proposed radical 
reforms, including the 
possible introduction of a 
privately tended system, 
which have outraged 
Greek trade unions. 

Another study on 
managing government 
revenues more effectively, 
which called for new 
measures to crack down on 
tax evasion and address 
corruption among civil 
servants, proved less 
con trovers iaL 

“We didn’t pall any 
punches about the 
pathology of tbe tax 
system," says Prof Spraos. 
“The public believes there 
Is corruption in tee 
revenue services. That has 
to be addressed. 

“And we recommend 
some simple measures that 
would change tbe 
environment very quickly: 
the introduction of 
self-assessment for 
t axpa yer s ; for example." 


Kerin Hope 


Thousands of 
small shops have 
gone to the wall . 
with the arrival of 
supermarkets 

Greece is still a nation of 
shopkeepers, but they face 
increasing competition from 

the growth of large retailing 

chains following the launch 
five years ago of the single 
European market 

There are some 250,000 
shops around the country - 
roughly one for every 16 
households - according to a 
forthcoming survey on 
retailing by Industrial 
Review, the Greek business 
quarterly. More than 10 per 
cent of the Greek workforce 
Is employed in tbe sector. 

The plethora of small 
shops grew out of a Greek 
practice known as “antiparo- 
chi " in which .developers 
acquired land from home- 
owners by offering them 
shops and flats in new 
high-rise buildings. Because 
these small family outlets 
have low overheads they can 
put all their capital into 
stock. But much of it is often 
of poor quality. 

Retailing chains offering 
standardised quality goods, 
with the latest designs sus- 
tained by high levels of turn- 
over. have easily captured 
market share. 

A broad range of European 


chains has entered the 
Greek market, mainly 
through participations in 
local companies or through 
franchise arrangements. 
These include Marks and 
Spencer and British Home 
Stores from the UK; Pro- 
modes of France; Spar and 
Praktiker from Germany; 
Delhaize of Belgium; Makro 
of the Netherlands; ami Indi- 
tex and Cortofleld of Spain. 

Dimi trios Kapsalis, presi- 
dent of the Union of (keek 
Commercial Associations 
(Esee), says that about 40,000 
small businesses have closed 
in the past four years, while 
only 17,000 have opened. 

“The big stores have the 
cash to advertise and draw 
people in, but the sales pie 
remains tbe same. If the vol- 
ume goes to the biggest 
shops then the small ones 
will dose, with an increase 
in unemployment," he says. 

Tbe small shops, which 
were notorious for evading 
taxes, have been hit hard by 
new methods of taxation. 
The Socialist government 
two years ago introduced a 
method to impute tax based 
on the rentable value of the 
shop, the wages paid to 
employees, and the district 
where it is situated. 

Small retailers have also 
suffered from changes in 
shopping hours and lack of 
funds to advertise, while 
growth in car ownership has 
enabled more families to cut 






The Body Shop: one UK group to break Into the Greek market 


costs by buying in bulk from 
outlets farther from home. 

In the supermarket sector, 
large rtiains have been swal- 
lowing up smaller outlets. 
Last year, the 10 leading 
supermarket groups 
accounted for over 70 per 
cart of total sales amounting 


to Drl,l40bn and 70 per cent 
of total p rofit s amounting to 
Drl6.5bn. 

Supermarket chains, that 
could afford tee extra over- 
heads introduced late-night 
Sunday opening follow- 
ing the deregulation of &oip 
hours and lifting of controls 


on part-time working In tee TTie driven 

hying has' resulted in an the establishment oi 

agreement that opening group, 

hours should be limited to The Mann P ; , n d 

8am to 8pm and bans open- the country , ' lhpr a 
tog on Says. To protect largest chain, puttogcine^ 

their status in the provinces deal to vrbkh Pro • » ■ . 

and islands, they have a 20 per cent stoke in 
secured a ruling that no chain of 87 s “ pe] [^‘ . ^as 
shop larger than 600 square return. “ a " n °f "' n “ hold . 
metres can open to a town of acquired a 20 P^ r _ . , j 
fewer than 50,000 residents, tog “jf 135 trade 

Intensifying competition by Promod&s, 

between retailing chains has under the Continent “■up- 
started to affect earnings, and in 40 discount 
The supermarkets are kets operated toDw.asuu 
involved in a cut-throat price sidiary of tee Frenc F” : 
war which has slashed profit Delhmze "Le Lion of Bt l 
margins to less than 1.5 per gium owns a 54 pt.ru.ni 
oeat-- stake in another pioneering 

Some have devel- Greek supermarket. A-B 

oped their own brands. VassUopoulos, one of onl> ■> 
which account for about 12 handful of retailers listed on 
par cent of total sales and the Athens stock ext hunt • 
are expected to reach 20 per Veropoulos, a third Gret k 
cent of the total in the Dext supermarket chain dating 
two to three years. " back to the 1970s, has a ro> - 

Nevertheless, the retailers’ alty agreement with uer- 
average return on own capl- many's Spar group, 
tal remains Ugh, at 15.7 per Makro, the uuti-n 
<*>n» last year, according to cash-and-carry group, has 
Statbank, the data infonna- established a wholesale 
tion company. Tbe chains chain which also does retail 
have stretched tbe period business. Asko Deutsche 
before they pay their suppli- Kau fman s, with a 75 per cent 
ers to almost 15 weeks, shareholding in the Prak- 
Together with the cash from tlker DIY chain with six 
their customers, this margin, stores in Greece, is part of 
enables them to finance Germany's Metro retailing 
expansion without large group, whose bid for Makro 
bank loans. includes the Greek outlets. 


to less than 1.5 per 

cent • 

Some chains have devel- 
oped their own brands, 
which account for about 12 
par cent of total sales and 
are expected to reach 20 per 
cent of the total in the Dext 
two to three years. 

Nevertheless, the retailers’ 
average return on own capi- 
tal remains hi gh , at 15.7 per 
cent last year, according to 
Statbank, the data informa- 
tion company. Tbe chains 
have stretched tbe period 
before they pay their suppli- 
ers to almost 15 weeks. 
Together with the cash from 
their customers, this margin 
enables them to finance 
expansion without large 
bank loans. 
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Diversification casts aside old habits 


Lavipharm is a company 
that defies the tendency of 
many Greek e xpo rt ers to 
give up ma nufacturi ng and 
| resign themselves to an 
easier life as i mport e r of 
| other people’s wares. This 
Athens-based drug and 
I cosmetics group is now 
clawing its way into some 
of the most competitive- 
markets in Europe and 
North America. 

The Lavidas family 
started the company before 
tee first world war as an 
important pharmaceutical 
importer. But it only began 
to take its modem shape 
when Athanase Lavidas 
took over in the mid-1970s, 
and according to his own 
account took two strategic 
decisions. 

The first was to start 
selling cosmetic products 


produced by L’Oreal of 
France in Greek shops. 
“This was not the Greek 
habit at the time," recalls 
Mr Lavidas, but the 
diversification move has 
paid dividends ever since. It 
means that the new Srml tis 
government’s decision to 
impose tighter controls on 
drug prices will hit . 
Lavipharm less than some 
of Its competitors. 

The second decision 
reinforced this French 
connection. In the early 
1980s, many pharma- 
ceuticals companies took 
fright at the Papandreou 

government's threat to 
nationalise them. 
Lavipharm exploited this to 
buy into tee Greek 
operations of Synthelabo, 
the French drug company, 
and thereby went into 


pharmaceuticals itself. 

. Eventually, this 
relationship moved into 
joint ventures. Their main 
business is selling the 
relevant French products in 
Greece, but more widely 
they also market 
Lavipharm’s patented 
“patches". 

• In search of some original 
inventions that would not 
bankrupt Lavipharm, “we 
sought a niche in drag 
delivery systems", says Mr 
Lavidas, mid chose 
transdermal patches. These 
allow drugs to seep through 
the skin and into the blood 
and thus to take effect in a 
gradual way that also has 
the advantage of bypassing 
tiie digestive system. 

“The commercial 
advantage of this niche is 
that ft was big enough for 


ns, but not big enough to 
i nt erest tee multinationals 
who are more focused on 
inventing' new molecules." . 
says Tania Vranopoulos, 
Lavipharm’ s vice-president 
for licensing. 

But adapting their new 
molecules to the “patch" 
technology can. give the 
multinationals a way , of 
prolonging tbe patent 
p rotection for their 
molecules, Lavipharm 
points oat, although ft 
notes that not all molecules 
are small enough to pass " 
through the skin. 

Lavipharm took some 
time to master the 
“transdermal" technology. 
It started in 1985 and took 
until 1995 to develop its 
first patch for angina. A 
second patch came this year 
for the cosmetic industry - 


to suppress or reduce ame 
- and others are apparently 
on the way for the 
replacement of hormones in 
women undergoing 
menopause, for 
administering pain-killers 
and for osteoporosis. 

More than 90 per cent of 
these patches are sold 
outside Greece. In order to 
facilitate licensing and 
patent approval in tee main 
European and Norte 
American markets 
Lavipharm has setup 
Laboratoires Lavipharm in 
France and bought Scherpa 
Trmsdmnals in the US. Hr 
Lavidas is hoping to obtain 
regulatory approval for his 
patches in GwtHMfa, ami 
maybe even from tee US 
Food and Drag Agency. 

Lavipharm already has a 
stamp of approval from 


several multinationals in 
that it manufactures their 
products under licence in 
Greece. “It is true that, 
initially, in their minds 
Greece is not number one 
for quality, but after they 
see our products there is no 
problem," says Mr Lavidas. 

Rapid expansion has 
stretched the group’s 
finances, with turnover 
more than doubling in tbe 
last three years to Dr42UH>n 
and pre-tax profits showing 
a far more modest rise from 
DrL6bn in 1994 to Dr2.6bn 
last year. However, a 
Dr&5bn capital Increase 
this summer has helped 
improve the financial 
health of Lavipharm, which 
now has equity of DrlSbn 
and debt of DrlObn. 

David Buchan 


TELECOMMUNICATIONS* by Kerin Hope 


Ringing in the changes for expansion 


OTE's twin 
priorities are 
digitisation 
and overseas 
acquisitions 

Demetrios Papoulias, a 
specialist in the 
management of change, is 
patting some of his ideas 
into practice as chairman of 
OTE, Greece’s partly- 
privatised telecom- 
munications operator. 

Prof Papoulias. a Socialist 
government appointee, 
found that his first task after 
moving from Athens 


University to OTE was 
helping to persuade its 13 
trades unions to lift their 
ideological objections to 
floating the company on the 
Athens stock exchange. 

Tbe fisting of 8 per cent of 
OTE In 1996 was followed in 
May by the sale of another 
12 per cent tranche “in 
which almost all the 
employees, even union 
leaders, took up their share 
allocations", he says. A third 
public offering is planned for 
next year. 

The change in employee 
attitudes towards 
privatisation is making it 
easier to carry out a 


The following announcements appear as a matter of record onfy: 
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restructuring undertaken 
with the help of Hay 
Management, the 

international consultants. 
Prof Papoulias says. 

OTE’s twin priorities are 
to complete digitisation of 
its network, which is behind 
schedule, and to acquire 
equity stakes in eastern 
European and farmer Soviet 
telecoms operators looking 
for strategic partners. 

“The most fundamental 
thing about organisations is 
their culture, and that takes 
time to change. In Greece, 
perhaps five years or more," 
says Prof Papoulias. “But we 
have have to become a 
significant regional operator 
as quickly as possible. In 
order to stay competitive 
after we lose our monopoly." 

OTE’s monopoly of 
fixed -wire telephony in 
Greece runs out on 
December 31 2000, two years 
after most other EU 
member-states. Digitisation 
was due to be completed in 
1998 hut was delayed by a 
long-running dispute over 
the . award of a DrBObn 
contract for digital switching 
equipment to two 
Athens-based 
manufacturers, Siemens 
Tfallas and Infraction. 

With 51 lines for every 100 
residents, telephone penetra- 
tion in Greece is close to the 
EU average. But only 47 per 
cent of the Greek network 
has been digitised, compared 
with more than 60 per cent 
in Poland and the Czech 
Republic. 

Prof Papoulias says digitis- 
ation will speed up, follow- 
ing the appointment of Price 
Waterhouse, the interna- 
tional accountants, as advis- 
ers on procurement and 
“should be above 80 par cent 
by the end of 1998." 

Cosmote, the company’s 
mobile telephony subsidiary, 
in which Telenor of Norway 
holds a SO par cent stake, is 
to launch Cfreece’s third cel- 
lular network early next 
year. Cosmote will compete 
with two private GSM opera- 


tors and aims to capture a 30 
per cent share of a rapidly 
growing mobile market over 
the next three years. 

Meanwhile, OTE is pursu- 
ing equity stakes in several 
east European and former 
Soviet telecoms companies 
which are seeking interna- 
tional investors. It has estab- 
lished dose relationships 
with state operators in Bul- 
garia, Armenia, Georgia and 
t .ithnania through deals to 
supply cardphones and lay- 
ing fibrooptic cable, accord- 
ing to Prof Papoulias. 

OTE and Stet of Italy 
joined forces to buy 49 per 
cent of Serbia Telecom, the 
state operator, earlier this 
year. OTE paid DM676m for 
a 20 per cent stake, its first 
equity participation abroad, 
and has sent a team of man- 
agers and technical experts 
to Belgrade to help modern- 
ise tee Serbian network. 

“It’s important to be in 
markets with a lot of room 
for growth," says Prof 
Papoulias. “We can offer tee 

kind of services that smaller 
state operators in the former 
Soviet Union, such as 
Armenia, Georgia and Lith- 
uania, need, for example." 

In Armenia, where there , 
are only 17 telephones for 
every 100 residents, OTE , 
leads a consortium bidding 
against Metromedia of tee . 
US for a 90 per cent stake in 
AnneoTel the state opera- 
tor. The OTE consortium put 
in a bid of 5105m and 
pledged to invest 3250m over 
the next three years in 
upgrading the Armenian net- 
work. 

If the deal goes through, 
tee Greek operator would 
acquire 51 per cent of 
ArmenTel, while France 
Telecom," the French public 
operator, would buy 25 per 
cent Le vends, the Cypriot- 
owned group which holds 
the Coca-Cola franchise in 
Armenia and the European 
Bank for Reconstruction and 
Development would also 
become shareholders. 

OTE is one of two bidders 


for a 40 per cent strategic 
stake bring offered in Mold- " 
telecom, (he Moldovan state 
operator, whose network is 
of a similar size to Armen- 
ia’s. 

BZW, the UK investment 
bank, and Ionian Finance, 
the investment banking sub- 
sidiary of Greece’s state- 
owned Ionian Bank, are 
advising OTE on. both bids. 

Prof Papoulias says east- 
ern European acquisitions 
would not contribute imme- 
diately to OTE’s profits. 
Most naming*: growth in the 
next three years will come 
through digitisation of the 
Greek network, which so far 
has increased average reve- 
nues per line by 35 per cent 
because calls can be time- 
charged. 

But the slow pace of digi- 
tisation “will have an 

I VHC1N1MIUCI MAY 111*7" 



Demstrios Papoulias: Culture 
takes time to changa 

impact, albeit" a small odp on 
1997 earnings", he adds. At 
the time of OTE’s secondary 
’offering, analysts forecast a 
42 per cent increase in net 
profits to Dr209bn on turn- 
over up 15 per cent to 
DrTSlbn. 
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HELLENIC TELECOMMUNICATIONS 

ORGANISATION S.A. 

A Major Factor in the Greek Economy 



The OTE building at Maroussi in Northern Athens 


The Hellenic Telecommunication Organisation, or OTE as it is better 
known by its Greek acronym, is one of Greece's leading contributors to 
the drive for convergence with its EU partners and the bid to join the 
single European currency by 2001. 

Although OTE was formed in 1949 as a government-controlled society 
anonyme, with a monopoly in fixed line voice telephony, it took 
significant steps to transform itself into a market-driven business before 
its partial privatisation last year. 

At present, there are more than 51 telephone lines per 100 inhabitants in 
Greece, an average that compares favourably with other EU countries 
and amounting to well over five million access lines in service. This basic 
service produces more than 80% of OTE's revenues, which are growing 
fast as the network modernises. 

New services, such as an Internet server (Otenet); OTE-Leasing and OTE- 
Currency Exchange, both of which provide financial services; Hellascom 
International, which promotes international telecoms projects in 
association with private Greek companies, and mobile telephony, which 
OTE plans to launch next year, are all expected to become substantial 
contributors to future earnings. 

Half-year Results 

This year's half-year results give a total turnover of GRD374bn, 
approximately 16.6% more than in the first half of 1996. This is a solid 
revenue increase based primarily on increased traffic, with a weighted 
average traffic increase of only 4.6% this year. As far as operating costs 
are concerned, there has been significant discipline during the past three 
years in boosting efficiency. Total operating costs during the first half of 
the year were GRD229bn, 21.1% higher than the figure for the same 
period in 1996. This reflects a new account of GRD7bn for provisions, 
another 4.6bn for a Iithuanian project and another new account of 5.8bn 
for early retirement and the National Telecommunications Committee. If 
these are excluded, operating costs have increased by only 12%. 

Half-year Profits 

Before taxes, OTE's profit in the first half of 1997 was GRD141.8bn, or 
16.9% higher than in the first half of 1996. Net income was GRD91bn, 
16.3% higher than last year's first half. The balance sheet position has 
strengthened after a successful first six months and, reflecting the equity 


offering in July, shareholders' equity has increased to GRD895bn. The 
total asset base has increased by 35% in the last twelve months and is 
now GRDl,599bn. 

A Strong History of Financial Performance 

The good results for the first half of 1997 are part of a trend that goes 
back five years. Since 1992, OTE's revenue has grown by an average of 
20% per annum. Profit growth has been even stronger. Between 1992 and 
1996, the average annual net income increase has been 37%. Three main 
factors are responsible for this profit growth. They are: 

1) concentration on strict control of costs and improving productivity; 

2) modernisation and expansion of OTE's domestic telephony 
infrastructure. Here, digitalisation has been of key importance as 
digitalised lines grew from 11% in 1992 to 43% in 1996; 

3) Tariff rebalancing, with revenue growth driven by large tariff 
increases. 


Domestic and International Telephony Revenue 

Domestic demand for local telephony services by OTE has been relatively 
inelastic to price changes. For example, local tariffs in 1993 and 1995 were 
increased by around 30% with little effect on traffic volumes. This has 
produced average domestic revenue increases of 21 % each year since 
1992. However, where demand is elastic, with international calls for 
example, experience has shown that price cuts can stimulate traffic 
volumes. Between 1992 and 1996, the average annual volume increase 
was more than 12%. This was achieved as OTE's international tariffs 
were reduced in line with comparable European operators. 

Share Price 

OTE's share price has risen more than 65% since the initial public 
offering. The market capitalisation of OTE now stands at roughly $llbn, 
making it the largest business in Greece, also constituting 12% of the 
Athens stock exchange's index. 
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OLYMPIC GAMES * by Kerin Hope 


Sprinting 
into action 

for 2004 


TOURISM • by Kerin Hope 


Concerns about 
the capital's 
infrastructure 
appear to have 
been overcome 

The award of the 2004 
Olympic Games to Athens 
has given the Greek capital 
a chance to shine. Not only 
has the International Olym- 
pic Committee (IOC) demon- 
strated confidence in the 
organising abilities of Greek 
sports officials, but doubts 
about the timetable for 
modernising the city's infra- 
structure appear to have 
been overcome. 

Visible progress on much- 
delayed infrastructure 
schemes costing more than 
Ecu 7b n boosted, the Greek 
capital’s bid. In 1990. Athens 
lost the centennial modern 
Olympics to Atlanta because 
the Greek capital’s roads, 
telecommunications and 
International airport were 
deemed woefully inadequate 
by the IOC. 

A new international air- 
port east of the capital, a toll 
highway linking the airport 
with the city, and an exten- 
sion of the Athens under- 
ground railway are being 
built. All three projects are 
due to be completed in 2001. 

Atmospheric pollution in 
Athens is less of a problem 
than in the past, thanlcs to 
closures of small factories, 
renewal of the city bus fleet, 
and widespread use of 
vehicles with catalytic con- 
verters. Expansion of the 
city gas network, following 
completion last year of a 
pipeline bringing Russian 
natural gas to Athens, will 
further reduce pollution lev- 
els. 

Athens staged the first 
modem Olympics in 1896 in 
a Roman-era stadium in the 
city centre, which was 
rebuilt for the occasion. The 
restoration project set an 
unhappy precedent for 
spending overruns an Olym- 


pic sports facilities, which 
Greece's Socialist govern- 
ment says it is determined to 
avoid. 

The economy ministry 
plans to establish a new pub- 
lic sector organisation to co- 
ordinate preparations for the 
Games and make sure their 
financing does not become a 
burden on the budget Offi- 
cials stress that even if 
Greece achieves its ambition 
of joining the single Euro- 
pean currency in 2001, tight 
controls on spending will 
still be needed. 

“The models we’re examin- 
ing are the two most suc- 
cessful recent Olympics - 
Los Angeles and Barcelona. 
We are not concerned about 
making money out of the 
Games, but we can’t afford 
to make losses,” says Yannis 
Stournaras, the govern- 
ment’s chief economic 
adviser. On his desk is a 
copy of the autobiography of 
Pete Ueberroth, organiser of 
the mucb-pralsed Los 
Angeles Games in 1984. 

Mr Stournaras says that 
early next year the Greek 
government will set up an 
independent public sector 
corporation to oversee the 
2004 Games. It will be mod- 
elled on wrinting Greek com- 
panies set up to carry out 
infrastructure projects, such 
as the new Athens airport, 
which involve private and 
public sector financing 

The Olympic company 
would appoint an interna- 
tional investment bank as its 

financial adviser, and cbnmea 

project managers to handle 
tendering and construction 
of the remaining sports facil- 
ities needed for the Games, 
and the Olympic village. 

“Financing must be care- 
fully handled because much 
of the cost win be incurred 
before the revenues start 
flowing,” says Mr Stour- 
naras. 

Greece’s contract with the 
IOC sets the Games budget 
at $1.6bn and forecasts a 
small profit of $36 m. The 



Islands need to 
stay open all year 

W . A, . , ihnilt £1.5h 


Ancient and modem: Olympia and 8 Games 2004 supporter 


IOC will contribute $lbn, 
representing Cfreece’s share 
of income from international . 
sponsorship and media 
rights. 

Athens has already built 
more than 70 per cent of the 
sports facilities needed for 
the Games, according to offi- 
cials who organised the 
Greek bid. 

Last summer, the world 
athletics championships 
woe staged at the Olympic 
stadium in the suburb of 
Kalogreza. Though fewer 
spectators turned up than 
expected, contestants were 
enthusiastic about the facffl- 

tipgfr 

Outlays from the public 
investment budget are set at 
$165m. This ainnnnt would 
cover completion of a 
weight-lifting stadium in 


Athens’s port of Piraeus - a 
tes timonial to the success of 
Greek weighfUfteis who won 
four tnwdafa in Atlanta - and 
facilities for sailing and row- 
ing events. 

Athens residents will have 
long-term benefits from a 
planned clean-up of the 
Saronic Gulf coast where 
aaninp contests are to be 
held, and from the develop- 
ment of Schinias Bay 
north-east of the capital, site 
of the rowing evmts. 

Another part of the Gulf 
closer to Athens win become 
an anchorage for a flotilla of 
Greek cruise ships, to be 
used as floating hotels for 
spectators. 

Greece’s main source of 
income for the Olympics will 
be a special state lottery to 
be launched by the govem- 


PholoK Vnrtca Qotoutt 

ment next year, with the atm 
of raising at least $MSm by 
2004. Sponsorships from 
Greece’s shipping commu- 
nity and private companies, 
together with ticket sales, 
are expected to raise $40Qm. 

The two biggest construc- 
tion projects will be a $XOOm 
indoor sports rampW on the 
site of the former Athens 
horse-racing track and the 
$290m Olympic village in a 
wooded suburb north-west of 
the city. Both are to be pri- 
vately financed as “bolld- 
own-operate” projects, open 
to competitive bids from 
local contractors. 

After the Gaines, the 
indoor complex would 
become the capital's main 
conference centre, while the 
Olympic village would be 
offered for sale as housing. 


Crete is anxious 
to reap the . 
benefits of a . 
much longer 
holiday season 

It is a warm November 
weekend on Crete, but the 
tourist season is ending. 
Hotel staff in Barscmissos, a 
flourishing resort on the 
island’s north coast, are 
wrapping furniture in dust- 
sheets and loading vans with 
espresso machines and 
whisky bottles . from the 
poolside bar. 

Crete is the one of the 
southernmost igfomfla in 
Greece with winter tempera- 
tores similar to those in pop- 
ular winter destinations for 
north Europeans, such as 
Tunisia and Morocco. But 
the tourist season, which, 
starts at Easter, lasts only 
seven months. 

Thai says Constantine Kal- 
outsakls, chairman of the 
Heraklion district hoteliers’ 
association and the owner of 
four hotels in Hersonissos, 
must change. 

He says that extending the 
season cm Crete and other 
Mends is die key to improv- 
ing the competitiveness of 
Greece’s tourist industry and 
attracting new i n vestm e n t 

“Greece has to offer 
year-round facilities because 
hoteliers don’t like to invest 
in assets that aren’t used,” 
he says. “But to do that we 
have to improve the infra- 
structure so that we can 
offer tourists a bigger choice 
off activities.” 

Tourism is Greece's big- 
gest industry, bringing in an 
estimated $7.5bn annually in 
foreign exchange. About llm 
tourists are expected to have 
arrived in 1997, a 10 par cent 
im pr ovement over the past 
two seasons. Most package 
holiday visitors charter 
fli ghts tO the islands . of 
Crete, Corfu and Rhodes, or 
to HWnridifci in northern 
Greece. 

But Greece’s mixture of 
sun-and-sand and archaeo- 
logical tourism faces Increas- 
ing competition from Turkey 


and north African countries. 

The state-controlled Hel- 
lenic Tourist Organisation is 
trying to encourage diversifi- 
cation by offering some of its 
properties on long leases for 
development as spas and 
.golfing centres. Hoteliers 
and tour operators in Her- 

sanissos are setting the pace 
by investing on their own 
account 

- Mr Kaloutsakis is among a 
group of 30 hoteliers who 
have put up OrSbn to build 
an l&hole golf course on a 
hillside above Hersonissos. 
the first on Crete. The 
course, designed to interna- 
tional tournament stan- 
dards, would be used mostly 
in the winter months. 

This year Aldemar. 
ano ther Hersonissos-based 
group which owns two beach 
resorts, opened a Dr20bn 
complex which includes a 
thalass otherapy centre offer- 
ing sea-water treatments, 
gayiytaa and a traditional 
Turkish bath. 

“Sea-water cures are popu- 
lar in France, and we have 
imported French technology 
and training for our staff” 
says Giorgos Chroniaris, 
assistant manag er at the 
new hotel. “The centre was 
particularly popular with 
Greek, French and Russian 
visitors. Next year, part of 
the resort linked with the 
thalassotherapy centre will 
stay open throughout the 
winter.” 

The past few years have 
seen steady growth in 
“shoulder” season tourism 
in spring and autumn, with 
mare hikers, botanists and 
bird-watchers visiting 
Crete’s spectacular moun- 
tains. 

The island’s historical 
sites, from 3,000-year-old 
Minnan palaces and villas to 
Byzantine monasteries and 
Venetian castles, are accessi- 
ble throughout the year. 

Crete also has more five- 
star and luxury hotels suit- 
able for off-season confer- 
ences than other Greek 
resorts. It already attracts 
more than 2^m tourists 
yearly, with income earned 
directly from tourism proj- 


ected to roach about ?i.5bn 
this vear. But the impart on 
the "island's economy » 
much bigger because farm 
output and services are 
geared to support the tourist 

industry. . . 

Vassilis Valassopnulos. the 
island's governor, say* tour- 
ism is overtaking agriculture 
as the main source of 
income for tho 55Q.00Q island- 
era. Exports by farmers who 
produce early vegetables. 

olive oil and table grapes are 
shrinking as villages become 
more closely involved with 
the tourism. 

“Agriculture and tourism 
contribute about 35 per rent 
each of the island's output, 
says Mr Valassopoulos. "But 
tourism now has the bigger 
potential, especially soft' 
tourism away from the coast 
that wouldn’t have a damag- 
ing impact on the environ- 
ment.” 

Year-round tourism would 
also solve the island’s sea- 
sonal unemployment prob- 
lem, he adds. 

Crete has no shortage of 
water, the main constraint 
on tourism development in 
the Greek islands. But it suf- 
fers from a growing shortage 
of electricity. 

Electricity demand is 
growing at yearly rate or 
around 3 per cent, double 
the average In the rest of 
Greece, but local residents, 
backed by a s troop environ- 
mental lobby have opposed 
the construction of a new 
150-megawatt power station 
in a remote part of eastern 
Crete. 

While alternative forms of 
electricity generation are 
planned. Including a dozen 
wind parks and a large solar 
power station, they would be 
unable to provide enough 
power to sustain a 
year-round tourist season. 

Hotels use a variety of 
energy-saving methods. 
These range from “cooking 
with bottled gas and using 
energy-saving light-bulbs, to 
using solar panels for water 
heating and encouraging 
guests to keep the same 
towel for two or three days", 
says Mr Chroniaris. 


The Greek Face of Technoloo 



Telecoms and Informatics stand at the summit of opportunity 
in the New Europe. True to its heritage, 1NTRACOM 
commands the flexible skills and swift reactions 
for intelligent choices on the exacting path to the top. 
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Greek by name. International by nature. 


Think how many words of Greek origin ae in 
every day use in the international business 
vocabulary. Now take a minute to get 
acquainted with Alpha Credit Bank; a bank 
with a Greek name, but International in 
nature. Founded more than a century ago, 
today it maintains not only an international 
presence bte a strong totemationafcharacter 
In every product or service It is offering to its 
customers. 

Alpha Credit Bank, with a network of 200 
Branches, fa the largest private sector bank, 

aid one of the top three banks operating in 

Greece today. In terms of its market capfta- 
feaSon which exceeds US$ 3 bffion (October 
16th. 1997) ft is the largest bank feted to the 
Athens Stock Exchange. 

The Bank and the Group it controls (15 
other m^Or companies) are industry leaders 
providing a wide range of ftoantia! services, 

Incfcjdng Investment benWng, fund manage- 

mart. Insurance, leasing property and data 
processing. 

With Its extensive network of Branches in 
Greece and totemattonal presence In the 
United Kingdom (London), Romania and 
shortly In Albania, Alpha Credit Bank may 

prove to be tha partner that can show you 

toe way to expand your business in South 
East Europe. 

So if you are looking for a bank that Is Greek 

by name but international by nature, contact 

Alpha Credt Bank at +301 326 0000 or visit 

our website. 


ALPHA CREDIT BANK 

For further information pleas* visit our site at: www. alpha o r - e-mail address: secretariat 9 alpha.gr 
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